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STANDING CUMMITTEE ON PUBLIC ACCOUNTS 


Wednesday, July 2, 1986 


Tne committee resumed at 4:09 p.m. in room 228. ele 


ALLEGED CUNFLICT OF INTEREST 
(cont inued ) 


Mr. Chairman: Can we come to order please? Could Mssrs. Blakley, 
logan and Maruzzo come forward please. 


The tirst questioner on my list is Mr. Wildman. If members are in 
agreement, when Mr. Wildman does present himself, we will go back to him. 


Mr. Pope: A statement was made by Mr. Macdonald this morning, as 
Chairman of Innovation Development for Employment Advancement Corp. Our 
counsel examined Mr. Macdonald uniquely with respect to his involvement in the 


IVEA Corp. 


Ir these gentlemen wish to say anything other than what Mr. Macdonald 
said, tney should be given the opportunity. Second, counsel may want to nave a 
whole new line of questioning-- 


Mr. Pnilip: 1 think counsel starts again. 


Mr. Cnairmnan: I tninkx counsel would like that. If there are no 
objections? Agreed. 3 


4:10 p.m. 
Mr. Armstrong: There is just one procedural thing that came to ny 


mind. we had a little discussion this morning about... 
ie aaagea \ 
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like to clear any misunderstanding there mignt have been. 


Tne venture summary was reviewed a representative of each party last 
week and sent back to the IDEA Corp. In viewing the documents yesterday we 
decided that tnere were only two dates that needed to be removed from that 
venture summary and, in fact, tne ??positive shading was not meant to be taken 


out. Okay? 


Page 4 is missing. That was removed this morning in tne committee room 
at the request ot wWyda, not at ours. 


Mr. Bell: I can add I nave page 4. It is to be received by this 
committee as and when committee meets to review the rest of this document in 
camera. The material that was in there was considered to be of the type that I 
described earlier. Rather than prolong that issue as per the committee's 
previous position, I took it in that way. 


Mm. Chairman: Anything further, Mr. Armstrong? 
Mr. Armstrong: No tnat is it, thank you. 


me. Bell: Before we begin, can I deal with one or two administrative 
matters. 


First, would Mr. Arnott distribute to committee members the March 21, 
1986, document that is referred to in Mr. Macdonald's opening statement 
paragrapn 12? 


sefore I ask Mr. Armstrong to comment further on the other undertakings 
that ne and nis clients gave this morning, when we broke for lunch, there was 
discussion at the end as to who the next witness or witnesses would be. I 


think it was mentioned that the Wyda people would be tne next. I really prefer 
that Mary Eperts be the next witness after the IDEA people. 


Remember that we are out of sequence already with the original format to 
accommodate mr. Macdonald's schedule. If it had peen my way, IDEA would have 
been interviewed sometime after Mary Eberts and others. I would like to get 
back, if we can, to that original format as quickly as possible. 


In that regard, I have some concern as to how extensive I have to 
include the list of witnesses that are on standby to attend here on 30 minutes 


notice, that would apply to witnesses after Mary Eberts. I need a little 
guidance from the committee. 


May I tell those persons that they are certainly not required this 
afternoon and that at the break at 6:30, I can tell any people after Mary 
uberts whether it appears we will reach them this evening. I do not want to 
Say any more than that right now because I am not aware of what progress we 
will make in tne next two-and-a-half hours. In fairness to those people who do 


have other tnings to do, they should be giv - 
‘ en as mu 
order their affairs. 6 ch leeway as possible to 


Mr. Epp: As I understand it then, the Only person we would h 
pp i en, av 
standby would be Mary Eberts this afternoon and Wyda tonight. : 
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..., Mr. Bell: Mary Eperts on standpy this afternoon, definite tonight 
and depending on the progress this afternoon, we can advise tnose after Mary 
Eperts when. 


Mr. Epp: Yes, that is tine with me. 

Mc. Chairman: Any other comments? 

Mr. Bell: In that regard I nave a document to supplement the Mary 
Eperts' material wnich I would ask members to include in their brief umder tab 
N for Norman right after tab 10. Tnis one is labelled 10a and it is placed 
tnere because documents are ordered chronologically. 


For record purposes, members, the March... 
| S) Ows 
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purposes, "'tap Lo". We will give you a “tab 6'' so that you can inelude that in 
tne appropriate place in your material. Tnereatter I will refer to it as 
‘document Tap L6."' 


Now, wir. Armstrong, and to your clients, you will recall this morning I 
asked you to make inquiries over the noon nour to determine who the author of 
certain notations was, in your document Tab 23 at page 21, and particularly 


wno made the notes and who made the markings in respect of the last sentence 
ot tnat tirst paragrapn. Do you have any further information as to what and 


wno tne source of that sentence, ??"As for the directors' meeting is 
concerned" mignt be? 


Mr. Armstrong: Yes, I will do what I can. 7 


First, as Mr. Macdonald said these minutes are transcribed by a 
secretary named Lori, who is referred to on the right-hand side of the page. 
They are then distributed to Mr. Macdonald, Mr. Blakley and the appropriate 
vice-presidents who were present at the meeting. In this case it would have 
been Mr. Cannon because mr. Logan was unable to attend. 


As far as we are able to tell, the arrow on the last line was inserted 
by the secretary and went to Mr. Blakley with the clause with a ??fract around 
it and the arrow pointing up one line. As Mr. Blakley said this morning, this 
is his nandwriting on the right-hand side of the page that says, "Lori, please 
discuss." It is Lori's handwriting above that says, "Harold, please review." 
It is also his handwriting on the left-hand side that says, "Not so." 


As for the part at the bottom of that paragraph--the last few words--I 
cannot tell you at tnis time wno crossed that out. It was done in pencil. We 
have cnecked the original. We have checked colours of ink. Tne difficulty is 
that Lori is no longer an employee of the IDEA Corporation and will not be 
pack from her noliday until Monday, at which time we will discuss it with her 
and find out. She is also the one, incidentally, that would. have typed up the 
minutes of the executive committee of June 27 that were also asked for, so we 
have not even draft minutes of that, from last Friday. 


As for who, beyond what I have said, marked things out, I cannot say 
other than that. I can say though, that tnis discussion is basically in two 
parts. It begins at the bottom of page 20. You will notice there Mr. Blakley 
stated Chat IDEA has in its files a letter and an acknowledgement. Those are 
at tao 14 in the productions. I am sorry, tab 16 of the productions. They came 
out, as Mr. Macdonald said in his statement, during the preparation of the 
closing documents wnich were Signed on April 12. The deal closed on April 18. 


Tne IDEA C i é 
— cmiereig AISA had a copy of tnose documents and mr. Blakley would have 


4:20 p.m. 


Furthermore, the letter of January 31, 1986 from Mr. Dobzinski to Mr. 


Caplan reters to Mr. C i ‘ 
es ea Go as as Saying that Damaza Consultants Ltd. will assist 


| To2U Tol lows ] 








—_——— et S24 i: July 2, 1986 
> | 


a , a ‘ 25 = A 
ba oy tt DLO FOF OLS CD pe ery S24 Orda t Dama 7 5 
pec oc = Ss +9 a “west Seed di 


DORSUETATITS Luu. Ww. ASS PST ERU ee. I think that is what is meant by Mr. 
Caplan being retained as an advisor, although as we have said all the 
Gocuments that we nave produced show him as being vice-president of finance, 
from tne very tirst submission of your business plan in August 1985. Mr. 
blakley would have known of course that Mr. Caplan was not a shareholder of 
the company because tne venture summary says that Mr. Dobzinski was 100 per 
cent owner of the company. That, ot course is in the venture Summary as tab 9. 
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Incidentally it is also true, as the letter of January 31 says, that Mr. 
Caplan would not receive any monies in connection with any dealings with 
Untario government ministries or agencies. 


The second part of it says Mr. Blakley said that Wyda Systems (Canada) 
Ltd. discussed with IDEA Corporation three possible means of payment of fees 
to Mr. Caplan. Mr. Blakley said this morning he did not say that--in that the 
methods of payment were not discussed with IDEA--and he was simply referring 
to the press material whicn was given to the board members before this 
meeting. It you look under tab 22, I would say about halfway down, there is a 
photocopy of two articles trom The Toronto Sun--a colum by ??Laurie 
Golastein--on the left-nand side-- 


Mr. Bell: What is the date of that? 
Mr. Armstrong: I am just going to give you that. It is June 13, 1980. 


Mr. Bell: Let us catch up to you now. June 13? 


Mr. Armstrong: 1986. 
Mr. Bell: Is tnat headed ??"IDEA man's fee sword?" 


Mr. Armstrong: That is right. Yes. You will notice in the second 
paragraph it says, ‘Wilf Caplan, husband of Management Board Chairman, Elinor 
Caplan, said yesterday that Wyda Systems President, Avi Dobzinski agreed to 
increase his montnly retainer from $2,000 per month to $8,000 in April." That 
is paragrapn two. 


You drop down to the middle of the column. Goldstein says-- 
Mr. bell: Hold it now. Where are you referring to? 


Mr. Armstrong: I nave now dropped down to tne middle of that same 
column which begins, "Wilf Caplan told me...." 


Mr. Bell: Yes. 


Mr. Armstrong: "'....he requested tne fee hike from Wyda after the 
IDEA deal was completed because he was starting up his own business."' The 


passage that we have been talking about-- 


Mr. Philip: --business, I can go to somebody and get a bonus. 
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mr. Armstrong: On tab 23, we have been talking about the deleting of 
the words, lo assist Mr. Caplan to start his own business," but that is the 
genesis of that. Mr. Blakley was discussing the press reports and that 1s 
there. 


I would like to take you to another one which is two pages .behind that 
one. It is a Globe and Mail article dated June 17, 1986, with a picture of 
Mrs. Caplan on the right-nand side. It says, "Caplan faces an inquiry. ~-in 
the middle of the page, if you look at the right-hand colum, the first full 


paragraph. I would like to read it: 


"wirs, Caplan said that when her husband's consulting firm agreed to help 
wyda find outside financing in May 1985"'-- 


Mr. Bell: You are reading from the second--the part under, "Caplan 
faces an inquiry'’? 


Mr. Armstrong: Yes. 


“wr. Bell: All right. Make sure everybody has caught up to you before 
we gO. . 


Mr. Armstrong: I already got nods around the room that you were with 


me. I] am sorry. 
Mr. Bell: Sorry. I am the only one that was not then. Okay. 


Me. Armstrong: I am under, "Caplan faces an inquiry''--the first full 
paragraph on the right-hand side: 


“vrs. Caplan said that when her husband's consulting firm agreed to help 
Wyda tind outside financing in May 1985 about the time of the last election, 
payment was apparently orfered in one of three ways: a $150 an hour fee for 
service; an $8,000 monthly retainer; or a $2,000 monthly retainer plus a 
$50,000 ponus and five per cent of profits up to a maximum of $600,000." 


That would be the three options of funding--- 


1625 foLiows.| . 
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Cpt wae, that are referred to at the bottom of page 20. 


I think that is all we can say about that passage, pending further 
discussion with the secretary who took the notes. . 


Mr. Beli: Mr. Blakley, do you adopt your counsel's answers as those 
Ot your own, given at this inquiry, in respect of tne source of the phrase on 
page 21 "'to assist Mr. Caplan to start his own business" as the two articles 
that Mr. Armstrong just referred to? 


Mr. Blakley: Yes, I do. 


Mr. bell: All right. Just for tne record, did you or did you not say 
tnat at the board meeting? 


Mr. Blakley: No, I did not. 
Mr. Bell: Did somepody? 


Mr. Blakley: Not to my recollection. If it was said, I do not know 
by wnom. ?? somepody closer to the secretary than I was. 


Mr. Bell: Is Mr. Armstrong's answer, then, to be taken, "if it was 
said py anybody at that meeting, the two articles are the source?" 


Mr. Blakley: Tnat is right. 
Mr. Bell: Mr. Armstrong? 


Mr. Armstrong: Tnis is a report of a discussion of these press 
reports. Tnat is tne information I nave. 


Mr. Bell: Discussion at the board meeting? 


Mc. Armstrong.: At the board meeting. Of the press reports I have 
just been through, whicn were sent to the board before the board meeting along 
with the Hansard I might say. 


Mr. Epp: It is your conjecture... 


Mc. Armstrong: No, it is not speculation, it is the story as we have 
been aple to recollect it. 


Mr. Bell: One more question from me before members may have 
questions on this point. Are you able, as of now, to identify the source of 
that reterence at tne directors’ meeting? 


Mr. Armstrong: Could you just... 


Mr. Bell: Are you able to identify who said that, at the director's 
meeting! 


Mr. Armstrong: No, we are not. 
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mr. Bell: Are you making further inquiries to determine if tnat 
person or persons can be identified? 


Mr. Armstrong: We will speak to the secretary when she comes back. 
Mc. Bell: Can you phone ner? : 


Mr. Armstrong: No, I am sorry, she is on noliday. We do not know 
wnere she is. 


You nave also asked me if the board had the Hansard before them, was 
that sent to them as part of the package before the board meeting, and the 
answer is yes. We have a Hansard here of June 10, which is a question by Mr. 
Gillies to the Premier; i have a statement given on June ll, by the Premier; 
and I nave Hansard from June 12, which contains questions by Mr. Gillies and 
also the statement by Ms. Caplan. Those three pieces were before the board 
when it met on June 18. 


Mr. bell: Thank you very much. Is there anything else that you have 
available tor the committee as of this date? 


Mr. Armstrong: The only other thing you asked me about was about 
drafts ot the board meeting of March 6. We have not got any drafts at this 
time, but we will check with the secretary, who would have written the notes, 
to find out wnat sne did with her rough notes. 


Mr. Bell: I believe I asked you this this*morning, but in case I did 


not, I will now. You will take the necessary steps to retain and preserve the 
notes the secretary took of the June 18 meeting? 


Mc. Armstrong: Yes, we will. 


Mir. Bell: And have them available for my review as and when the 
minutes are completed? 


Mr. Armstrong: Yes, we will. 


‘Mr. Bell: And made availaple? Tnank you. I am going to direct these 
questions to different people, and I will indicate to whom they are directed, 
so we will see if we can get along that way to try and shorten the process. I 


want to talk for the moment about the first introduction of the Wyda Corp. to 
the IDEA Corp. Mr. Blakley, do I understand correctly that you were the first 
person to whom the Wyda Corp. was introduced on behalf of IDEA? 

Mr. Blakley: Yes, that is right 

Mr. Bell: And when did that OGCuUnsSsin? 

Mr. Blackley: I think it was August 12... 


Mr. Bell: Of 1985? 


Mr. Blakley: Yes. 


Mr. Bell: And how did that introduction come about? 
4:30 p.m. | 
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Mr. Blakley: It came about through a phone call from the assistant 
deputy iinister of Industry, Trade and Technology. 


~ 


Mr. Bell: And wno is that? 
Mr. blaxley: Then Peter sarnes. 2 


Mr. Bell: And at that time he was a director ot IDEA? 


Mr. Blakley: That is right. 


mr. Bell: And I understand in a jeeet sense was a director up to 
April of this year. 


Mr. Blakley: That is rignt. 


Mr. Bell: And as of August 12, he was the ADM for Industry, Trade 
and Tecnnology? In other words, he nad not been transferred to the Ministry of 
Comnunity and Social Services. 


Mr. Blakley: He was not transferred until March of this year. 
Mr. Bell: Tell me about that discussion. 


Mr. Blaxley: It was not unusual for the ministry or particularly Mr. 
Barnes or one ot nis people to refer applications for assistance to IDEA, 
particularly if they were of a high tech nature. 


It was quite common for applicants to approach the ministry and then tne 
ministry would refer them down to us in the usual fashion, receive the 
proposals and deal with them as we would all other proposals. 


Mr. Bell: As best as you can recall, can you tell me what type of 
discussion Mr. Barnes gave you of Wyda at that time. 


Mr. Blakley: He said based on wnat his staff, the brief assessment 
that they had made out of it, it was sometning tnat looked very interesting. I 
saia, "Fine," as I recall. ''Send us down the business plan."' He said he would 
and he had one or he would have it sent down. It came the next day. 


Mr. Bell: To be fair to you, sir, your material in tab 3 
particularly indicates tnat a business plan was teceived apparently from IDEA 
on August 12, 1985. 
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Mr. Armstrong: From Wyda. 
Mr. Bell: From Wyda. 
Mr. Armstrong: That is not what he said, he said IDEA. 


Mr. Bell: I am sorry. Is that the business plan you have just 
referred to and is that when you received it? 


mc. Blakley: That right. It is date stamped August Ze 


Mr. Armstrong: If you look at tab 2, at the bottom it is dated 
August is 2. 


Mr. Bell: Tnat is the next question. What you received is tab 2? 


Mr. Blakley: Yes. 


Mr. Bell: Now where did you get it from? Did you get it from Wyda or 
did you get it from Mr. Barnes or his ministry? 


Mr. Blakley: As I recall, it came directly from Wyda in the mail 
without a covering letter. 


Mr. Bell: Did Mr. Barnes say anything else to you during that 
discussion about Wyda or anything in connection with Wyda or its aspirations? 


Mr. Blakley: No, not other than what I already stated. That his 
stati had assessed-it ??as being pretty advanced technology, good, new and 
innovative and thought-we should look at it. He was having it referred to us. 


Mr. Bell: Did ne tell you in specific terms how much money they were 
seeking and on what terms? 


Mr. Blakley: No. 
Mr. Bell: In your tab 5--I am only referring to this to determine 


why you have deleted something in this paragraph--the first line, you had 
deleted the name of another company. 


Mr. Blakley: That is right. Not another company, another party. 


_ Mr. Bell: Another party. Is that another party that IDEA has done 
business with in the past? 


Mr. Blakley: No, it was a company that attempted to do business with 


us and seek money from us for a syndication. We turned it down because we do 
not go into syndication. 


Mr. Bell: This is another company, not an individual. 
Mr. Blakley: Another company. 
Mr. Bell: And did you have discussions-- I am sorry? 


Mr. Wildman: The name was the name of an individual. 
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Mr. Bell: No. The name of a company. I can tell you it is the name 
of a company. 


Mr. Wildman: Increase dramatically-- 
Mr. Bell: Just let me ask a couple more questions. Did you have 
discussions with Mr. Barnes on August 12 about that company in connection with 


Wyda. 
Mr. Blakley: No. 


. Mr. Bell: Did you form any conclusions as to the source of the 
referral to the ministry, as relating to that company? 


P1635 follows 
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Mr. Blaxley:: 1 do not know wno referred Wyda to the ministry. 


Mr. Kell: Did you torm any conclusions as to who it might be? 
mir. Blakley: I might have had some suspicions as to who it mignt be. 


Mr. Bell: Did you ever contirm those suspicions? 


Mr. Blakley: No. 


mr. Bell: Did anybody else at IDEA Corp. ever confirm those 
suspicions? 


Mr. Blakley: Not to my knowledge. : 


Me. Bell: This is a question to any of you. Why have you deleted 
the name ot tnis company, and wnat reason does the deletion have to the Wyda? 


me. Logan: It is a company that applied to us for funding. We did 
not grant it. This memo indicates that they tried to use some of what they 
perceived to pe tneir influence to get us to agree to do some funding, and we 
turned them down. We did not participate in funding this group and we did not 
think it would be appropriate to have their name, in as much as we have no 
formal dealings witn them, made public. 


itr. Bell: Has that name, or that group, ever been associated, to 
your mind, with Wyda? 


Mr. Blakley: Yes. In tne group of canpanies that they were talking 
about raising, I think, $lo million for, there were, I believe, some five 
different companies that they were going to put together in a consortium and a 
Syndication, and syndicate the funds for these five companies, and one of the 
companies was Wyda. | 

Mr Gillies: May I nave a supplementary? 


tir. Bell: Can I ask one more question? Is it your evidence that in 


fact, in respect of IDEA Corp.'s involvement with this other group, August 3: 
1985, tne name of wyda came up? Broup, Aug ; 


Mr, Blakley: It was on the list, yes. 


Mr. Bell: As a recipient of any moneys that be i 
IDEA Corp. P y ), would be invested py 


Mr. Blaxley: If we were to invest it, it would have been, I presume, 


Mr. Beli: When did that occur? 


Mr. Blakley: When did what occur? 
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-. Mr. Bell: Your dealings with that other group which had some 
reterence to wyda. 


Mr. Blakley: Many discussions over, I would say, a three-month 
period. 


Mr. Bell: Give me the time frame of tne three months, please. 
Mr. Blakley: I would say May, June, July. 
Mr. sell: Of what year? 


Mr. Blakley: Of 1985. 


Mr. Logan: Excuse me. I pelieve we did not actually finally turn 
them down, until sone time in September. 


Mr.-Bell: Of 1985. 

Mr. Logan: Yes. 

Mr. Beli: When did you start dealing with them? 

Mr. Logan: Tnis investment was handled by Geoff Cannon's side of the 
organization.-I do not tnink any of us here know the exact date that they 


tirst applied for-- 


Mr. Bell: We will not hold the doctrine of perfection. Can you give 
uS your best estimate? Wnat month did it start? 


Mr. Maruzzo: I know I was involved with Geoff on the other deal. 
Mr. tell: We nave you on the record. 


Mr. Maruzzo: I recall some meetings around the same time, sort of 
late summer. Now I do not remember the exact date when they came in. 


Mr. Bell: During the period of time when you were dealing with that 
group, was tne name of wyda raised? 


Mr. Maruzzo: Yes. 

Mr. Bell: At any time during those discussions ??with that group, in 
the context ot Wyda, was mr. Caplan's name ever disclosed as being associated 
witn wyda? 

Mr. Maruzzo: Not to my recollection. 


Mr. Bell: Well, wno else has a recollection of that? 


Pir. Blakley: Nor mine. 
Interjection: Nor mine. 
4:50 p.m. 


Mr. Bell: Wno else has a recollection in respect of that question? 
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Mc. Logan: Mr. Cannon may. 


mir. Bell: Who else? 

Mr. Logan: Possibly a gentleman by the name of Bill Douglas. 

me. Bell: Will you make some inquiries, as quickly as possible and 
inform us as quickly as possible, wnether anybody at IDEA in any discussions 
or dealings with tnis group or anybody representing this group was made aware 
of the association petween Wyda and Mr. Caplan and if so, to what extent? - 

mc. Logan: Yes, we will. 

Inter jection. 

mc. Chairman: No. We had an understanding at some earlier point that 
supplementaries would not be allowed. If you want to direct a question to our 
counsel, I will allow that, but not to the witness. There is no supplementary. 

mc. Gillies: I wonder if I mignt ask the counsel if he would ask the 
witness whether tne person or persons involved in this other case which 
appears to nave involved attempted influence peddling of some kind, whether 
tne person or persons involved in that proposed transaction have in any way 
been involved in tnis investigation? In otner words, have their names come up 
in the context of the Wyda case? 

Me. Bell: bo you gentlemen understand that question? | 

Mr. Armstrong: Not entirely. At least, speaking for myself. 

‘Mc. logan: I could try to repeat it. I think Mr. Gillies is asking 
that it any of the principals of the company involved whose names have been 
deleted have their names arisen at any point-- 

vir. Gillies: In the context of this investigation. 

Mr. Logan: --in the context of this investigation. 

tir. Gillies: To the best of your knowledge. 

“ir. Logan: my question is being raised by Mr. Bell. I want to say no. 


i. Bell: I want another more precise question on the record. As far 
as IDEA is concerned, does Mr. Caplan have any involvement with this company? 
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Mr. Logan: As far as tne IDEA Corp. knows, no, we do not-- 


Mr. Bell: Members of the committee, you will receive the name of 
this group when you meet and receive all of the nonpublic matters for the 
IDEA. It is coming. 


Mr. Pope: Tnis matter was not brought before the three party 
representatives. 


Mr. Bell: No, it comes witnin tne description of the grounds for the 
deletion of some of the information in some of these documents. Mr. Armstrong, 
{ nave to say I have difficulty seeing how the deletion of that name comes 
within tne description you gave me, but I invite you to enlighten me about how 
it does. 


Mr. Armstrong: I would have to discuss that with Mr. Logan to answer 
your question specifically. 


Mr. Pope: Could they do tnat now and could Mr. Epp, Mr. Philip and 
myself come up and see tne name? 


Mr. Ward: Could we not go in camera right now because the rest of 
tne committee is stuck nere fishing in a drum of oil, and if we could just 
move tnat we go in camera very briefly so it can be divulged to the committee. 
Mr. Chairman: Everypoay in agreement? 


Mr. Bell: Another alternative is to invite the gentlemen from IDEA 
and their counsel to go into the hall for 30 seconds to decide whetner they 
still wisn to have the name deleted. 


Inter jection. 


mr. Gillies: Why not give them that option first and then make our 
decision based on that decision? 


Mr. Chairman: Do you gentlemen want to-- 


Mr. Armstrong: Whatever you like. I would like to have the 
Opportunity to discuss it with my clients. 


mr. Bell: That is wnat we say. Take some time outside, however long 
you need. 


Mr. Cnairman: We will adjourn for five minutes. 


Tne committee recessed at 4:45 p.m. 
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._.. Mr. Chairman: Could we get underway please. Before we hear your 
decision 1 would like to make a comment on one item that our counsel has 
expressed concern on and tnat is the 10a that was submitted to us. Tnis is an 
appeal perhaps in vein to tne media who are present that it is regrettable 
tnat tnis was placed in your hands prior to the witness appearing before us. I 
think there was an understanding by this committee that that would not occur 
and it has occurred regrettably. We would ask for your assistance and 
co-operation in this matter and not dealing with it prior to the witness 


appeari tne committee. I can do no more than make that appeal. 
~ -1 tollows 
cae, 
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Mr. Wildman: On a point of order: If that is your concern,: Mr. 
Chairman, I think it is imperative that we have Ms. Caplan here tonight. 


Mr. Bell: It is Ms. Mary Eberts. She will be the witness immediately 
after these people. The document should be received with her testimony. I 
trust tne press s judgement implicitly not to do anything with that until 
after it has neard nere testimony. I see an affirmative nod. I will take it. 


2? Mr. Goldstein: If it is a request from you I understand--(inaudible) 


mr. Armstrong: I was going to ask ??--to discuss it but if that is 
not possible-- 


Mr. Chairman: If you want to get your heads together for a touple of 
minutes it is all right. We nave waited this long I guess we can wait a couple 
more minutes. 


Wnile we are waiting pernaps I can discuss a couple of things with 
members ot the committee. I would like to set aside some time tomorrow for an 
in-camera discussion in respect to scheduling, and also in respect to counsel 
tees. I think we can cover both of those subjects in apout a half an hour. 


What are the wishes of the members? Would you prefer to do that at the 
end of the atternoon session? Shall we do it in the morning? 
Mr. Bell: Whenever you are in a better mood. 


e 


Mr. Chairman: If members are in agreement tne first half hour of tne 
meeting will be in camera and we will deal with those two questions. 


Mr. Wildman: Agreed. 

Mr. Armstrong: The reason we had deleted the name of tne company 
involved was simply that all applications to the IDEA Corp. are treated as 
contidential. We do not object to saying who it was, and it was the Cumberland 
group. 

Mr. Bell: For the record, was tnat group at all involved in Wyda's 
application wnich led to tne financing of the subject matter of this 
committee's inquiry? 

Mr. Armstrong: I would nave to defer that. 

Mr. Bell: You are shaking your nead no. 

Mr. Blakley: No, it was not. 


mc. Bell: Mr. Blakley, when did you first pecome aware of the 
business plan that was received, tab 2? 


Mr. Klaxley: I recall it was on my desk and we proceeded to 16g teh... 
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like any other application. 


Mr. Bell: Is that August 12? 


Mr. Blakley: Yes. 4 


Mr. Bell: Who else at the Innovation Development for Employment 
advancement Corp. reviewed that plan or about that date? 


Mr. Blaxley: It was passed by tne library or logged in to Mr. Cannon 
who, as I understand, passed it to Mr. Parikh for analysis. Mr. Parikh 
reported to Mr. Cannon at that time. Shortly thereafter, Mr.Parikh was moved 
under mr. Logan so the file tnen became the responsibility of Mr. logan. That 
would happen all within a week. 


Mr. Bell: I am sorry, you are going to have to speak up, sir. The 
microphones nave to pick you up. 


Me. Blaxley: The transfer ot the application from Mr. Cannon's 
department to Mr. Logan's department would nave happened some time within the 
next month. : 


Mr. Bell: All right. First ot all, speaking for yourself, does the 
information that is contained in the plan that refers specifically to Mr. 
Caplan represent the first time that you were made aware of Mr. Caplan's 
association with wyda? 


mr. Blakley: That is right. 


mr. Bell: So that people do not draw tne wrong impression from the 


three pages, this is not all of the business plan, is it? You are shaking your 
nead, no. You are going to have say no. 


Mr. Blakley: No, sir. 


Mr. bell: There were résumés of other Wyda people. 
Mr. Blakley: Yes. 


Mr. Bell: Is it fair to say, as for the other people whom you have 
named in IDEA that received and reviewed that document within the time frame 


you have described, that was the first time they became aware of Mr. Caplan's 
association with wyda? 


Mr. Blakley: As far as I know. 


~ 


Mr. Bell: Can the other people who were with you confirm that? 


Mr. Logan: Same answer. As far as I know, that was the-- 


Mr. Beli: As far as 


you are concerned that was the first time you 
were made aware, wnen you 


reviewed this document for the first time. 


Mr. logan: I was not even aware of tne Wyda application at that 


point. It was sent to Mr. Cannon, who sent the official acknowledgement, tab 2. 
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In tap 4, Mr. Parikh, who reviewed tne business plan, wrote a memo dated 
September 9 to Mr. Cannon, summarizing the document. In his conclusions he 
suggested tnat maybe this investment should be considered by the innovation 
assistance department, wnich was the department of wnich I was vice-president. 
We then nad some discussions apout the appropriateness of that. Mr. Parikh got 


that suggestion and it was transferred into my jurisdiction some time later on 
during the month of September. 


Mr. Bell: Mr. Blakley, in your discussions with Mr. Barnes on August 
12, was Mc. Caplan's name disclosed? 


Mr. Blakley: No, sir. 


Mr. Bell: Mr. Blakley, when you reviewed this business plan, did you 
torm tne association between Mr. Caplan and Elinor Caplan? 


Mr. Blakley: I personally did because 1 recalled the spelling Mr. 
Caplan being unusual with a C rather than a K and I remembered that the 
minister's name was spelled this way, and I made a mental association between 
the two. 


Mr. Beli: Is tnat tne only ground upon which you made the 
association? 


Mr. Blakley: At that time, yes. 


Mr. Bell: Do you know if the others who reviewed the document within 
the time frame you have described made a similar association? 


Mr. Blakley: I do not know, and I did not tell them. To my 
recollection, I did not tell them who Mr. Caplan was. I did not think it was 
really material. 


Mr. Bell: All right. Would you turn to tab 4 of the material. Mr. 
Logan, that is the memorandum you have just referred to, September 9 from Mr. 
Parikh. 


Mr. Logan: Yes. 


Mr. Beli: You nave just told me, I believe, that the receipt by you 
and review by you of that document was the first time you became aware of the 
wyda application. 


5:10 p.m. 


Mr. Logan: Tnat is correct. 
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Mr. Bell: Is that the first time you became aware of Mr. Caplan's 
association as particularly described on page 2 of that document? 








Mr. Logan: On page 2 of this document it does not draw that . 
inference. I do not believe I ever received a copy or was on the copy list for 
this memorandum. I did not learn of Mr. Caplan's relationship with the cabinet 
minister until we set up the meeting for October 9. 


Mr. Armstrong: Excuse me, Mr. Chairman. Is Mr. Bell asking Pwhat 
Mr. Logan when he became aware of the association of Mr. Caplan to Wyda? 


Mr. Bell: Yes. 

Mr. Armstrong: All right. Then that’ was not the question that you 
were answered. 

Mr. Bell: 1 know that. I was going to ask you. You read the = 
document, You saw Mr. Caplan-- 

Mr. Logan: I can not even tell you I read this document when I firsi 
got it. It was not an application that I was handling, and I was on the copy 
list. I can not tell you for sure when I even read it. 


Mr. Bell: Okay. But when you read it-- 


Mr. Logan: When I read it, I would have seen the name Wilf Caplan, 
yes. 


Mr. Bell: When you read it for the first time, did you make an 
association in your mind between Mr. Caplan and Eleanor Caplan? 


Mr. Logan: No. 
Mr. Bell: When did you first make that association? 


Mr. Logan: In preparation for the meeting of October 9, I was told 
about that association, 


Mr. Bell: This is the meeting that was scheduled with the Wyda 
people. | 


Mr. Logan: That is correct. 

Mr. Bell: All right, we will get to that in a minute. 
All right, there is a Mr. Blakley. 

At page four of this document-- do you have that page? 
Mr. Blakley: I do. 


Mr Bell: Under recommendations, second patagraph: "Apparently this 


company is backed by prominent people and Harol : ; 
assessment with Peter Barnes ae re Gea pean ten! wants to review this 
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at did you mean by that? 

Mr. Blakley: 1 did not write that. Parikh wrote that. 

Mr. Bell: Did you want a review as described in this paragraph? 


Mr. Blakley: Any time Peter Barnes, or most times when Peter Barnes 
would send something down to me, all he would say would be: ''keep me informed." 


Mr. Bell: Did you want a review. as this paragraph discloses? 

Mr. Blakley: Pardon? 

Mr. Bell: Did you want a review, as this paragraph describes? 

Mr Blakley: I am not disturbed by the paragraph. Parikh made an 
assumption this company was backed by prominent people. The reason they 
themselves listed the people as being outstanding people in their field-- I do 
not know what he meant by "prominent people'’. He may have assumed, I do not 
know, that because I asked for a review, or to be kept informed, that I had 
put some special importance on it, but I do not know that. 

Mr. Bell: Is it your evidence that it is common practice for IDEA 
Corp, after it assesses an applicant, to review it with Mr. Barnes, or one of 
his counterparts at the ministry? 

Mr. Blakley: Not normally. 

Mr. Bell: Then why did you express that in this case? 

Mr. Blakley: Only the ones he refers to me himself. 


Mr. Bell: Atl right. Then you intended, at least as of the date of 
this memorandum, to review that with him. 


Mr. Blakley: Not this. I would not review this memorandum with him. 

Mr. Bell: No, no, no. As of the date of this memorandum, it was your 
intention to review whatever assessment was done by IDEA of Wyda, after it is 
completed. 

Mr. Blakley: That is right. 

Mr. Bell: Did you? 


Mr. Blakley: Yes, I believe I did. I likely reviewed it with him at 
the following board meeting, which would be the next time 1 saw him. 


Mr. Bell: When was that? 


Mr. Bell: I do not have a record of the next board meeting; I think 
it would be in October. 


Mr. Bell: Did you prepare any written report to him? 


Mr. Blakley: No. 
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Mr. Bell: Did you give him an oral report? 


Mr. Blakley: I likely did. 


Mr. Bell: Do you recall the discussions with him? 


Mr. Blakley: No sir. 


Mr. Bell: Do you know if during those discussions you discussed Mr. 
Caplan and his association with Wyda? 


Mr. Blakley: I certainly do not recall it. 


Mr. Bell: Have you had any discussions with Mr. Parikh about what he 
meant by... 
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by prominent people?" 


Mr. Blaxley: No I have not. He has been out of tne company for some 
weeks now and reviewing this docuement , he was not available. 


mc. bell: The next thing that nappened as I understand it, 
cnronologically, and Mr. Logan nas already referred to it, is a meeting of 
October 9, scneduled between IDEA and Wyda? 


Mr. Logan: I pelieve there was an earlier meeting, October 3? 
October 4? Mr. Maruzzo and Mr. Parikn I believe met with Mr. Dobzinski. 


Mr. Kell: Where? 
Mr. Logan: I refer that to Mr. maruzzo. 


Mr. Maruzzo: I do not remember. I know I had one meeting with Mr. 
Parikh at Wyda. j = 


Mr. Bell: Specitically was it tnis first meeting? 
Mr. Maruzzo: I really cannot say. 


Mr. Bell: Do you have any means of refreshing your memory such as a 
diary or notes? : 


Mr. Maruzzo: I have notes of that meeting. They are at our counsel. 
Mr. Bell: They are where? 
Mr. Maruzzo: At Blake Cassels & Graydon. 


Mr. Bell: Would you refresh your memory trom those notes as quickly 
as possible? 


Mr. Armstrong: Yes. 


Mr. Bell: As of now do you believe that first meeting was at Wyda's 
otfice? Whenever you met at wyda with Mr. Parikh, did you meet Mr. Caplan then? 


Mr. Maruzzo: No, I did not. 
Mr. Bell: Did you see Mr. Caplan then? 
Mr. Maruzzo: I have never met Mr. Caplan. 


mr. Bell: We get to the October 9 meeting. Did you prepare a report 
as a result of the October 3 meeting? 


Mr. Maruzzo: No I did not. 
Mr. Bell: What was the purpose of the meeting? 
Mc. Maruzzo: Pat Parikh nad arranged the meeting. 1 was asked to 


attend to ask some technical questions. It was a preliminary meeting to meet 
the people. Up to tnat point I do not believe we had met the principals of the 
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‘company or anyone from the company. It was to go through the pusiness plan and 
ask some questions about it. 
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Mr. sell: To whom were you introduced at that meeting? 

Mr. Maruzzo: Mr. Dobzinski. 

Mr. bell: Anypody else? 

Mr. Maruzzo: No. 

mr. Bell: The October 9 meeting was held where, Mr. Logan? 

Mr. Logan: At the IDEA Corp. 

Mr. Bell: What was the purpose of that meeting? 

Mc. Logan: The purpose of that meeting was to get me involved in 
meeting wyda and understanding what it was about. I think at this“point the 
very preliminary feeling was this looked as if it could be a very attractive 
proposal. Tne business plan had not initially been directed to my age 
and this was a way of bringing me out to speak. 

Mr. Bell: Who arranged the meeting? 

Mr. Logan: Mr. Parikh. . 

Mr. Bell: Who from IDEA attended? 

Mr. logan: Myself, Mr. Parikh and Mr. Maruzzo. 

Mr. Bell: Were notes taken at that meeting? 

Mr. logan: I believe so, yes. I have some notes I believe. 

Mr. Bell: Have you delivered those notes to your counsel? 

Mr. logan: Yes, they are in those files. 

Mr. Beli: Wno did you expect would come to the meeting from Wyda? 


Mir. Logan: I nad been given to understand from Mr. Parikh, that both 
Mr. Uobzinski and Mr. Caplan would attend that meet ing. 


Mr. bell: wWno did attend from wyda? 
Mr. Logan: Mr. Dopzinski. 


es eet Bell: Did he give you any explanation wny Mr. Caplan was not 


Mr. Logan: Yes, he did. 


Mr. Bell: wnat was that explanation? 
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.. Mr. Logan: He explained tnat because of his relationship with the 
members ot tne Ontario cabinet he felt it was not appropriate for Mr. Caplan 
to pe involved in the meetings and negotiations leading up to our making a 
decision. 


2:20 p.m. “ 


Mr. Bell: Would you refer to tab 5, your October 16 memorandum. 


First ot all, why did you believe it- 
P-1/20-I- fOrlows 
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RicidcepmtniaciicbemnaReRSaNAUES NOCESSATY to prepare such a memorandum? 
Mr. Logan: I believed it was necessary because I felt that Mr. 

Sen re ae a te ° ° e 
??Bbudinski and WYDA Systems Inc., in this case, was handling the relationship , 
the potential for a conflict of interest, in a very wise manner when certainly 
tnere could potentially have been some problems. Having been reasonably new to 
Innovation Development for Employment Advancement at that time and there 
having other people not necessarily having the ability but certainly trying to 
impress uS with their ability, it was refreshing that an applicant would take 


this very straight forward manner and not want to create an appearance of 
bringing political pressure to bear on us in our decision. 


Mr. Bell: Tnen, was one of your intentions ot the memorandum to 
record a contrast petween how WYDA dealt with IDEA versus how others dealt 
with IDA? 


= 


Mr. Logan: That is correct. 


Mr. Bell: Did you intend to draw a parallel at all between the WYDA 
experience and the experience with the other entity that is described in this 
memorandum? 


Mr. Logan: Yes, essentially. 


Mr. Bell: Be careful. Do you understand what I mean by the word 
parallel? 


Mr. Logan: Perhaps you should explain it to me. 


@ 
i Bell: Was it your intention to record the similarities in the 
experience or the similarities of the dealings by WYDA vis-a vis the subject 
versus the dealings of another group? 


Mr. Logan: I did not personally have anything to do with the other 


group. | was given to understand how the other group was dealing with staff 
members. 3 


Mr. Bell: Was that, in any Way, Similar to how WYDA had been 
dealing, at least up to that date? 


Mr. Logan: No. 


Mr. Bell: In the second paragraph have you accurately r 
Li: 1 ecorded what 
Mr. Dobzinski said to you as for Mr. Caplan's invciveneaey 3 


tr. Logan: I believe so. I dictated this after the meeting. It would 


have been one week after the meeti Octobe 
TeLO,marice | 
tnis was an accurate reflection. : have to assume that 
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me . Logan: It certainly would nave applied to meetings up to the 
point S55 we pecame committed that we would like to make an investment and 
tnen we would negotiate that investment with WYDA. There are a couple of 
hurdle points in our process where we make decisions to carry on. 


Mr. Bell: Did you discuss that specifically with Mr. Dopzinski at 
that meeting as to what the circumstances were and when you might want to 
speak to Mr. Caplan? 


Mr. Logan: We pointed out to him that we would need, presumably, to 
speak to his vice president of finance when it came to reviewing the financial 
matters of tne firm, and pack is a reference where he said, "Well, if you have 
matters pertaining to the financial projections and the finances of the 
company, Mr. Caplan would be the individual to address those questions to." 


mr. Bell: Was it your understanding tnat Mr. Caplan's involvement 
would be to tne giving of intormation to WYDA? 
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Mr. Logan: Do you mean solely in giving the information to IDEA? 


Mr. Bell: I am sorry, to IDEA. 


Mr. Logan: That was certainly a role that Mr. Dobzinski felt he ; 
would have to play. I could not foresee every eventuality about what we might 
have to do with Wyda with respect to eventually making ?? at that specific 
time. It was virtually impossible. 


Mr. Bell: The next document, tab 6 in your material, you can confirm 
that is your letter to Mr. Dobzinski-giving, on behalf of IDEA, its reaction 
to the proposal, at least as of that date? 


Mr. Logan: Yes. 
Mr. Bell: Can you confirm your discussing in a very general term and 
a very general sense some form of investment? : 


Mr. Logan: Yes. I might add that one might have suggested I should 
have known Mr. Dobzinski was going to need some help should we ever get to the 
point of negotiating the deal, because of the initial basis that 1 have talked 
about. I have said, "Your proposal is difficult to evaluate in terms of the 
necessary percentage ownership an investor would receive in return for a 
$6-million investment.'' His proposal, in terms of financial structuring of 
what a deal would be, was not nearly as sophisticated as what we would 
typically have received. 


Mr. Bell: Are you saying that on or about the date of this letter 
you formed that conclusion at least in your mind? 


Mr. Logan: I am saying that second paragraph refers to a difficulty 
in understanding exactly what his proposal was suggesting. We talked in some 
very vague terms and I was trying to get from him what he was really talking 
about, in terms of percentage ownership. 


| Mr. Bell: 1 want to relate that, if it is to be related, to Mr. 
Caplan and the role you understood he performed for Wyda. 


Mr. Logan: Right. 
~ Mr. Bell: Are you saying that around the date of this letter you 


formed, at least in your mind, the conclusion that you would need access to 
Mr. Caplan sooner rather than later? 


Mr. Logan: I do not think it is fair to say that I did conclude 
that. It is fair to say that I probably should have considered that. 


Mr. Bell: All right. We thank you for your candour. 


Did you subsequently form the conclusi 
Caplan directly? y; usion that you needed access to Mr. : 
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Mr. Logan: It was very clear much later in the process when we 
started to negotiate the terms that Mr. Dobzinski needed advice and help on 
structuring a deal of this size. 

Mr. Bell: This will save time later. When did that occur? 

Mr. Logan: That would be in late January and early February when we 
were trying to negotiate the deal so that we could prepare a venture summary 
and submit it to our board of directors. 

Mr. Bell: Did you then communicate that to Mr. Dobzinski? 

Mr. Logan: Communicate what to Mr. Dobzinski? 

Mr. Bell: The need to deal directly with Mr. Caplan. 

Mr. Logan: No. He involved Mr. Caplan on his own initiative. - 

Mr. Bell: At your suggestion? 

Mr. Logan: No. 

Mr. Bell: At his initiative? 

Mr. Logan: Yes. 

Mr. Bell: When did that occur? 

Mr. Logan: That would have been in that late January period. 

; Mr. Bell: We will get to that because there were meetings with Mr. 
Caplan. Just one more thing on this letter. On page 2, you describe the extent 
of the full investment at $6 million that they are looking for? You indicate 


at least as of this date that you would probably be interested in an amount up 
to $2 million. How, why and when did it go from $2 million to $3 million? 


2:30 p.m. 
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Mr. Logan: At that early time it was certainly part of negotiations. 

One does not want to lead any proponent who is seeking money from one astray 
and build up their expectations about how much one is going to invest. On the 
basis of the knowledge that I had at that point in time, understanding that 
there being the one memorandum, there had been a meeting with Mr. Maruzzo, Mr. 
Parikh and Mr. Dobzinski and a meeting with myself, I certainly was not 
willing to lead them to believe that we would invest more than $2 million. 


Mr. Bell: Okay. Would you turn to tab 7 please. 


Is this merely what the subject reference says? It is an update on 
IDEA's dealings with WYDA as of this date? = 


Mr. Logan: Yes. 


Mr. Bell: It is from Parikh to you with copies to those shown? 


_ Mr. Logan: Yes. 
Mr. Bell: You are still talking about $2 million? 


Mr. Logan: Yes. 
Mr. Bell: Some report is positive on WYDA's technology? 


Mr. Logan: Yes. 


Mr. Bell: Has the committee received that report that is referred to 
under technology assessment? 


Mr. Logan: You will have seen it in our file. 
Mc. Bell: I deserve that. 


Mr. Logan: However, it is extremely sensitive. 


_ Mr. Bell: Is it anymore sensitive than the report the committee will 
receive in camera? 


Mr. Logan: The technological consulting report is, from a comercial 
perspective, the single most sensitive document that we have in our files. - 


Mr. Bell: I propose we defer a decision on that until we see how far 
we get with the rest of the examination of these people as to whether it is 
necessary for your purposes in camera, 


Under strengths, item 3, "the ability to oragnize quickly. WYDA has done 


an excellent job to recruit the quali and depth n 
included in that descriptive eth z pe ecu te Mc. Caplan 
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Tay Mr. Logan: I am not sure if that relates only to the technology 
aarp gs wnich is the uppercase heading above it, or whether that relates 
Mr. Bell: Let us not prolong it. Let us get on with it. 
Would you go to the second page, then. 
Under ''Conclusion." 
Mr. Logan: Yes. 


Mr. Bell: The technology assessment has answered the first major 
issue Taised in the September 9 review,'' and somebody answers this question, 
"Yes; WYDA is likely to develop the unique ??cabecan work station. 


Is that conclusion fundamental to WYDA's and IDEA's decision-to make the 
investment? 


Mr. Logan: Yes. 


Mr. Bell: The last page 4 under ''Financial Plan." Will you confirm 
that the matters listed under those points are matters of information that you 
further require before you can finalize your decision of whether to make the 
investment? 


Mc. Logan: Those would be matters that we would require prior to... 
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Mr. Bell: Is it fair to say that the answer to those questions are 
fundamental to making the final decision whether to recommend investment? 


Mr. Logan: They would certainly be important. They would pe 
for our negotiation of, if we were going to invest money, how much of the 
company we would want in return, because we certainly want to have our own 
projections and understandings of how profitable we think the company can be, 


therefore how much of the equity we wish in return for an investment ?? 


Mr. Bell: And the reference to Mr. Caplan ?? be answering some of 
these questions next week. Can you tell us now which of the questions you or 
he did answer the following week, or whenever? 


Mr. Logan: I would have to believe that he answered ?? certainly 
number two and three; I do not recall seeing any evidence that we Kad done a 
benefit-cost analysis for potential use. 


Mr. Bell: How did Mr. Caplan answer those questions? 


Mr. Logan: This would have been done between Mr. Parikh and Mr. 
Caplan. 


Mr. Bell: Would they have been answered by him in person, or by some 
form of communication? 


Mr. Logan: They would have-been either in person or by telephone, is 
am not sure which. . 


Mr. Bell: Does that represent the first direct access to Mr. Caplan 
by ??1BS? 


Mr. Logan: I believe so, yes. 


Mr. Bell: Would you turn to the following document, TAB 8, and the 
third paragraph on the first page? | 


Does this record for the first time the decisi E i 
in Wyda in some way? | ion by IDEA Corp. to invest 


Mr. Logan: 1 believe this would be first ??registered on paper. 


Presumably we ??would discuss it amon 
woul & ourselves to come to a conclu 
try to reach some kind of an agreement. eee 


Mr. Bell: All right. May we conclude that your conclusion was 


formulated after you received the an 
» swers from Mr. : 
looked at in the previous document? ae Ot Wes Daven} uee 


Mr. Logan: I would Say that we 
certainly some of the financial quest 
specifically aware when he replied to 
financial information. 


would have received explanations on 
ions, if not all of them, but I am not 
every single request of ours for 
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Mr Bell: Would you turn to the next document, then? Number 9? 


You can confirm that this was prepared by you or under your direct 
supervision? 


Mr. Logan: yes. 


Mr. Bell: This is the venture summary that was ultimately presented 
to the board and considered by them at the March 6 meeting wherein the 
decision to invest was made? 


Mr. Logan: Yes. 


Mr. Bell: Mr. Logan, Can you try and recreate in some distilled way 
the role you played at that March 6 meeting, and can you tell the committee, 
with reference to this expurgated venture summary, why it was a eed 
investment for the amount that was ultimately approved? 


Mc. Logan: I believe there is a couple of questions? First of all, 
the role I played; secondly why I thought it was a good investment? 


Mr Bell: I just want you to adopt, in a distilled way, the role that 


you played at the March 6 meeting, when you made the presentation to the 
board, and try and duplicate that, in a distilled way, for this committee. 
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; Zan: epared the overhead slides (which we 
Ie ee as d slides to the Board of 
discussed earlier). I presented those overnead Sild ‘ 
Directors, at its meeting of March 6. I reflected in my 2OE ROsUC Hee me e 
board, in my verbal presentation, the tone that I have led off the ??objective 


summary with and that is: wny it is one of the most exciting proposals ever 
presented tne IVEA Uorp. 
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Tne reason - I believe that is what you are asking; why I believe that - 
is that the market for mechanical CAD-CAM systems is already very large; a 
number of the existing companies servicing that market are having a great deal 
of difficulty meeting the expectations of the market for a product that can do 
all of tne things that that market would like to have; that the technical 
evaluation we had done by the Ontario CAD-CAM centre of the technology here 
verities why it was claimed that they had a truly innovative quantum leap 
torward in technology development that could literally stand the entire 
CAD-CAM industry on its ear. 


We nad nad a marketing assessment done by one of two people.who we had - 
determined ?? market experts in North America ?? We had hired one of *those 
individuals to meet with Wyda, to see part of the Ontario CAD-CAM centre's 
technological review, although not enough to allow him to understand the 
tecnnology itself, because tnis man understands CAD-CAM technology very well, 
and wyda is very very concerned that their technology escape ?? and be 
availaole to competitors. : 


He had, despite the fact tnat we pushed him very very hard on Wyda's 
sales projections (that we believed would pe virtually impossible to achieve) , 
informed us that it was his belief that if they could truly deliver this 
product, in early 1987, tnat those sales projections could have been 
conservative. 


It was on the basis of that kind of technical evaluation, the marketing 
evaluation we had done, and the very high quality of people he had, ?? and 
Wyda had, working on this project, the fact that they were developing this 
project on a very rapid time basis, tne CAD-CAM centre had given them credit 
for being on schedule despite it being a very aggressive schedule, that so 
Chat the management team was also viewed as being very strong and it was 
througn that combination of a major breakthrough technologically, a huge 
market that was desperate for a product of this type, and a very high-quality 
Management group, tnat I felt this was an extremely exciting proposal, and 


communicated that both in this document, and in my presentation to the board 
of directors. 


Mr. Bell: The hign-quality Management group that you have just 
described, does it include Mr. Caplan? le - 2 : 


Mr. Logan: Yes, it would. 


Mr. Bell: And in fact on page 5 of the document he j 
"his experi e is refe 
some of his experience, etc., is listed? etait 


Mr. Logan: That is correct. 


Mr. Bell: Now when we looked at the previous document, the January 


2/7 letter, you were prepared, and-told Mr. Dobzi : 
recommend an investment of $2 million. pzinski that you were prepared to 
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Mr. Logan: I think I said one, did I not? 


Mr. Bell: I am sorry, $1 million. And on February 12, your venture 
Summary recommends -- one 
P-1745-1 follows 
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stages. Can you explain to the coum 
miilion to $3 million and why? 


mr. Logan: At the time I wrote the January Cis meeting we were 
approacning tne end ot our 1986 fiscal year and in discussions Lad witn Mr. 
Blakley and wir. Cannon, we were reviewing how much we nad already invested in 
that fiscal year. This is what we had laid out in our budget . We were going 
through an exercise of what else would we like to invest in if we had to stay 
within the capital pudget that we nad proposed. At that point in time, in 
tnose discussions, the pest I could provide to Wyda, given other investments 
trom botn mr. Cannon's department and my own, was $1 million. That is where 
the $1 million comes in and I wrote the letter to that fact. This was 
essentially an initial proposal to get discussions going as to firm the deal. 


Let me step back. Subsequent to that, all alone knowing that Wyda 
certainly could use more. It needed $6 million. We had initially talked about 
$2 million. It was not a matter of teeling it should not be invested, it was a 
matter of how much money we had to invest. Subsequent to my writing this 
letter and prior to tnat February 12 document, we had further discussions 
relating to wnether we could invest some of the capital funds that had been 
alloted the IDEA Corp. previous years and not spend it and also the tact that 
this investment was highly unlikely to be completed before March 31, 1986 and 
in ettect this investment would occur in our 1987 fiscal year. We were not 
necessarily limited even it we did have to stay within our capital budget 
until 1980. I understand in the time Mr. Blakley was trying to receive 
guidance as to whether we had to stay within that. 


Given those two reasons, again in a discussion with Mr. Blakley and I 
also believe mr. Cannon was involved in that discussion, we felt we should 
invest an amount that seemed appropriate to invest, given that we were 
extremely excited apout this proposal. We did not want to invest more than $3 
million certainly and so we moved it from $1 million to $3 million. 


Mr. bell: Is there anything else in terms of this venture summary 
you wish to draw to the committee's attention as relevant to the reasons for 
the recommendation for the $3 million investment? 


_ mr. Logan: I think everything I have put in here was relevant to the 
decisions made of the investment. In trying to be concise because you asked me 
to be concise, I gave you what I felt were the most important aspects and that 
was the technology and its review by a highly qualified group who reviewed the 
technology, tne attractiveness of the market and its review py a very 
respected consultant and what we believed was a very strong management team. 


Mr. bell: Just tor the public record, page 4, which has been 


removed, you can contirm is a description of 5s ’ 
ome other ' 
Management group? Z er member's of Wyda's 


Mr. Logan: That is correct. I believe that was removed at the 
request of wyda, prior to the distribution of this document because there was 


a reference to a representation form developed by th inci ; : 
. € principl 
wyda that they believed was comnercially beers x Pe ne 


2:50 p.m. 
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Mr. Bell: Just to complete the chronology, would you turn to tab 12, 
please. Can you contirm that is your indication to Mr. Dobzinksi, on that 
gate, what tne deal is tnat you are prepared to recommend to the board-of 
directors? 


Mr.) Logan:.Yes, I can. 
Mr. Bell: Is that the deal that the board of directors agreed to? 


Mr. Logan: Yes. 1 gave nim more details in here than I would have 
presented to the board of directors because I wanted him to be aware of some 
of the other details, but the major financial points are accurate. 


Mr. bell: Tnis letter does not refer to the timing of tne exercise 
of the option for.the second phase, nor of the condition that we discussed 
this morning that Wyda retire certain of its long-term debts. Can you tell us 
when tnose two things were raised and for what reasons? 


Mr. Logan: After it was approved by tne board of directors, they 
came in the course of our preparation of legal documentation. 


mr. Bell: Before tne March 6 meeting? 


Mr. Logan: No. Atter the Marcn 6 meeting, we would have sent 
probably this letter and the resolution that was approved by the board to our 
legal counsel to pegin preparation of the documentation. Probably about one 
week later we would nave reviewed tne initial documentation and tnen forwarded 


it to Wyda. That would nave been the start of our preparation of legal 
documentation. It was during the course of that leading up to our signing that 


tne decision to exercise the option--- 


Mr. Bell: I cannot remember this morning whether it was Mr. 


Macdonald or whetner it was you, that indicated the reasons and circumstances 
Or tne acceleratea exercise of the option and confirmation that the $4.5 
million ot tne long-term debt that was retired, was retired from Wyda moneys. 


Mr. Logan: That was myself. 


Mr. Beil: Ali right. I do not nave to deal with that. We nave looked 


at the Marcn 6 minute in tab 14. We already have an undertaking that you are 
-going to see what drafts are still available and secretary's notes so we will 


not bog down on that rignt now. 


Tab 1lU, that part of the slide presentation, that presentation was in 
tact done by you? 


mr. Logan: Yes, it was. 


Mr. Bell: Do you recall whether when you showed the board the 
overnead describing Mr. Caplan, wnat the discussions were respecting him and 
his association witn Wyda? 
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Mr. Logan: My recollection was that I pointed out that he was the 
nuspand of a parliament member of tne Ontario government and at that point, 
Mr. Macdonald requested rrom board members if they had any comments with 
regard tne tact that the vice-president of finance of this company was Mr. 
Caplan and tne husband of Elinor Caplan. 


Mr. Bell: Do you recall any otner discussion? 
P-1755-1 follow 
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Mr. Logan: 1 am not sure if the chairman summarized or one of the 
board members might have said, ‘This should be''--as a result no one did 
anything but a comment was made at the time that this project should be 
reviewed like any other project that comes in front of us. 


Mr. Blakley: I believe I recall, Mr. Bell, that the chairman went 


around the taple and asked for each individual director if he nad any comment 
Or objections. There were none, so he proceeded. It was very brief. 


Mr. Bell: Tab 11, Mr. Logan. 


Mr. Philip: May I through legal counsel just ask--that is not the 
testimony this morning is it? Mr. Macdonald said there was general discussion, 
as I recall. 


Mr. Logan: I do not recall that. 


Mr. Bell: I think ne indicated that it was the unanimous view of all 
directors present tnat they should proceed to consider the proposal as they 
would any otner perspective investment. 


Mr. Logan: Yes. 


Mr. Gillies: I made notes this morning, Mr. Chairman. Mr. Macdonald 
said ne raised it during the slide presentation and ‘There were no comments by 
any otner director at that time." ¢ 


Mr. Bell: Okay. Tab ll. When did IDEA receive the document that 
these two pages are part of and for what purpose? 


Mr. logan: I do not really know. I would have to go back and find 
Out wnat the nature ot this document is. All we have included here is the 
cover page and page 12, showing an organization chart. 


Mr. Kell: Would you make those inquiries and advise us as soon as 
possible. 


Mr. Logan: Sure. 


Mr. Bell: Mr. Macdonald indicated he did not believe that was made 
availaple to the directors. Can you confirm that now? 


MrGlogarc@ les eile can. 

Mr. Bell: March 6, the deal is approved. I want to get this timing 
in sequence down a little furtner to tne accelerated option. Can you tell us 
now when the option was exercised in relation to the March 6, meeting? 


mr. Logan: Tne option was exercised at the time we closed the deal. 


Mr. Bell: On April 18? 
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mr. Logan: Yes. We also signed the subscription agreement on April 
12. mir. Dopzinski tnen had to arrange for the retirement of the debt before we 
woulda flow, not only the 1.7 but also our 1.3. 


me. Bell: Tnat was done before the $3 million was paid to Wyda? 


Mr. Logan: Thatvis correct. 


mr. Gillies: Sorry, did he obtain other financing to retire the debt 
or did he have assets on hand? 


mc. Epp: Sorry, Mr. Chairman, we are going to get into 
supplementaries. 


mr. Gillies: It is just a point of clarification. 


Mr. Bell: We will get to that either through this witness or through 
mr. Dopzinski. Was IDEA made aware of the source of the funds to retire the 
$4.5 million in debt? 


Mr. Logan: We were given to understand that it came from his family. 


Mr. bell: Just so tne record is clear. I understand that they were 
aole to retire $4.5 million witn a long-term debt for $3.6 million? 


6 Pom. 


a Logan: I believe it was a little less than $3.6 million. It was-- 
=-1 LO 
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mr. Bell: Would you turn to tab 15, please. Is this a note in your 
nanawr iting? 


Mr. Logan: Yes,,it is. 


Mr. Bell: Does it represent a discussion you had with Mr. Caplan on 
march 17 of this year? 


Mr. Logan: Yes, that is correct. 


~ 


Mr. Bell: With reference to the first point, can you tell us what 
tne discussion was about? 2 


=~ 


Mr. Logan: Yes. Sometime around January, the Wyda Corp. was being 
tinanced essentially by advances and shareholders loans by Mr. Dobzinski and 
nis tamily. wyda nad a payroll and some other expenses that they wished to pay 
by April 1. Mr. Caplan called and asked if we would consider making an advance 
guaranteed by Avi Dobzinski personally. He was willing to personally guarantee 
the deal would not close, tney would be good for the money for April 1. It was 
due to tneir cash flow proplem. The amount that was requested was $100,000. 


Mr. bell: Is your note just to the rignt of the no, replied, ‘No, 
marcen 1986.” 


mr. Logan: That is correct. 
Mr. Kell: Did you communicate tnat to Mr. Caplan that day? 
Mr. Logan: Un Marcn 19, 1986. 


Mr. Bell: Yes? 


Mr. logan: Yes. 


Mr. Bell: Wnat was the reason for the reply? 


Mr. Logan: At tne time ne requested it, 1 told nim it would be 
highly unusual for us to do tnat, put that I would think about it essentially. 
I do not recajJl it I specifically discussed it with Mr. Blakley or not, but 
certainly after thinking about it, I decided not to do it because I did not 
want an event such as tnat to ever impact on our ability to close a 
satisfactory arrangement with Wyda, which we subsequently did. 


Mr. Bell: How would it? 


Mr. Logan: At this point in time although we had settled on the 
amount, the percentages and tne dollars, tnere were many things still under 
negotiation. There are many aspects of what Wyda is going to be able to do 
without. our approval, as an example. We had a lot of negotiations still going 
to take. It we had advanced $100,000 into tne company, 1 felt that might 
weaken our ability to get tne optimum conclusion of our negotiations with Wyda 
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In that we more or less got $100,000 at risk and it we do not complete the 
deal for any reason whatsoever, we might risk losing this $100,000. I did not 
want a club nanging over my head that we would have to complete this deal or 


else Lose $10U,0U0. 


Mr. BeLl: Will you turn to tab 16, please. Are you able to confirm 
tnat these two pages are part ot the closing documentation? 
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Mr. Logan: These three pages are part of our closing documentation. 


Mc. Bell: I am sorry, the three pages. Wno requested the 
acknowledgement dated April 11, 1986 from Mr. Caplan, and why? 


Mr. Logan: I cannot tell you wno specifically requested it. There 
was a number of negotiations that would go on between lawyers representing 
IDEA Corp. and lawyers representing wyda as to tne schedules that would be 
attached to a subscription agreement that would poth satisfy Blake Cassels and 
Graydon, on our pehalf, tnat everything of importance had been divulged, and 
also persumably permit the other lawyer to give an opinion that it could be 
done. 


Tnis may have been specifically requested by our counsel acting on our 
pehalt, put I do not know. 


_ Mr. Bell: To save time. Is there anybody in this room that can 
confirm what the reasons were? 


Mr. Armstrong: Can 1 introduce my colleague, Mr. John Philips. 
Mr. Bell: Certainly, he can come torward if he can assist to deal 


with this now. 
= = fe) 
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Mr. Chairman: You will nave to be sworn in, Mr. Phillips. 
Mie Bell: NO. 
Mr. Cnairman: Should he not be? 


Mr. tell: I do not think it is necessary to swear an officer of the 


Mr. Chairman: All right. 


Mr. Bell: He is already bound by an oath. 

Mr. J. H. Phillips: I, too, cannot remember if I ever knew which 
side specifically requested this acknowledgement of the debt. What we would 
have done at the the Blake side is to obtain and request for a sum evidence 
that the condition precedent set out in tne subscription agreement had been 
met. At the same time, ?? Baker acking for Wyda, would have, at their own 
side, sought some evidence from the particular party, whoever it was, ensuring 
that tne matter nad been dealt with as well. 


At the rate of speed at which we were travelling at that time, there 
probably would have been some issue that this and maybe some other loose ends 
tnat were loafing around that related to some otner participants in Wyda, had 
to be dealt witn. A simple piece of paper was a quick and guaranteed answer of 
settlement, so we accepted it. 


Mr. Logan: We might want to nave their word--this similar statement 
was made with regard to contracts witn two other employees of Wyda. Mr. 
CaplLan's relationsnip was not the only one in which an acknowledgement letter 
was provided. 


Mr. J. H. Phillips: Those related to shares. We find that when we 


are moving quickly, instead of negotiating these matters, the best thing to do 
is get a simple piece of paper that is dead, straightforward and take it. That 


covers up all the-- 


Mr. Bell: All right. What is it that you intend to cover off, just 
from Innovation Development for Employment Advancement Corp.'s standpoint? I 
do not want you to speak for Wyda's counsel; just speak as IDEA's counsel. 
What is it you wanted to cover off by the receipt of the January 31 letter and 
the attached acknowledgement? 


Mr. J. Hd. Pnillips: That no money was payable. 


Mr. Bell: On the closing of tne deal. 


Mine eer ELL DS eles. 
Mc. Logan: (inaudible) 


Mr. J. H. Pnillips: But tnat does not ?? to the acknowledgement. 
I speak ot the acknowledgement. 
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Mr. Bell: Tnat no money was payable on the closing of the deal as it 
relates to the attached document, tne January 31 letter. 


Mr. J. H. Pnillips: Correct. 


Mr. Bell: Did IVEA or its counsel form any conclusions when’ they 
received and considered this letter prior to closing as for ike duration of 
the letter agreement, which is attached to the acknowledgement? 


Mr. J. d. Phillips: I cannot speak for IDEA. Perhaps my associate 
who was handling tne paper work came to a view. 


Mr. Bell: Do you know what that view was? 


Mr als fsb LLips -a.No. 


Mr. Bell: Did IVEA come to any conclusion as to the duration of the 
agreement that is attacned to the acknowledgement? = 


mr. Logan: I am not fully sure I understand the question, Mr. Bell. 


Mr. sell: Wnen you received tne letter and the acknowledgement, how - 
Long did you believe the agreement would last? 


Mc. J. H. Phillips: Sorry. You have changed it from the 
acknowledgement to the agreement. Which one do you mean? 


Mr. Bell: You got them both at the same time. 


Mr. J. H. Phillips: No. We received tne agreement ahead of time. 


Moebeli AL] rignt. 


Mr. J. H. Phillips: The agreement is one of ?? term, I believe. 


Mr. Bell: Is that wnat IDEA or its counsel, on its behalf, took to 
tne duration of tne agreement to be? 


Mr. Blakley: I do not believe we had no reason to question the 
duration of the agreement. 


Mr. logan: There is a reference located in the bottom Paragraph 
where it says, ‘Second round financing is understood to mean funds raised by 
the sale ot ?? borrowings or the entering into a research and 
development contract specitically excluding the dealings with the Ontario 


governneths ministries or agencies after November 1, 1985 and prior to June 


Mr. Bell: Does that speak to the term of the agreement? 


Mr. Lozan: I do not know-- 


Meo Hs Paillips: . é 
that £eicT ips: I have to read it now to give you an answer. Is 
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6:10 p.m. 
Mr. Bell: Yes, certainly. 
Mr. J. H. Pnillip: 1 suppose that is correct. Yes. 
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specifi id j Development for 
Mr. bell: Specifically, did tne Innovation Deve 
Employment Advancement Cortp. believe that this agreement would extend beyond 
the closing date? oe 


—— 





Mr. Logan: Yes. 


Mr. Bell: Tne clerk will have to assist you in Bee Baca aaES 
BEB ee ae : a : would you 
petore you a copy of the comnittee's exhibit brief. If you have 1t, W you 
turn aon I a wnat, I hope, is numbered as page 13 of that material, it is 


a letter from Mr. Caplan to wyda of April 14, 1986? 
mr. Logan: From Mr. Caplan to? 
Mc. Bell: To wyda dated April 14, 1986. 
Mr. Logan: It has two paragraphs. ie 
Mr. Bell: Yes. 


Mr. Logan: Regarding the ?? retainer fee? 


mir. Bell: Yes. I will pause until everybody has that document before 
then. wnen did IDEA become aware that that letter existed? 


mr. Logan: I think right now. 
Mr. Bell; All right. Wnen did IDEA-- 


Mr. Logan: ??=-We certainly have not see that letter prior to this. 

Mr. Kell: Specifically on or before the closing of this transaction 
woicn we have learned was April 18, 1986, but with certain documents like the 
subscription agreement executed on April 12, 1986, prior to those events, was 
IDEA aware or the content of paragraph one? 

Me. Logan: Of that-- 

Mr. Bell: Of the April 14 letter. 

Mr. Logan: No. 

Mr. Bell: If IDEA had been made aware of the content of paragraph 


one ot tnat letter prior to closing, would it nave affected IDEA's position as - 
per closing? 


Mr. Logan: I do not believe it would have affected our willingness 
to close tne deal, that this would not affect the attractiveness of the 


business. We might have requested that this also 2? become part of 
tne closing documentation. 


Mr. Bell: For wnat reason? 


Mr. logan: Because we had requested, as part of our closing 
documentation, that these contracts be ??-- 
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Mr. bell: All right. Mr. Logan, in page 10, paragraph 17 of Mr. 
macdonald's statement, there is reference to information received by you late 
May or early June, 1986. Is the information you received at that time that as 
reflected in paragraph one of the April 14th letter? 


Mr. Logan: They differ in that this letter of April 14 does not seem 


to indicate the duration of tne arrangement, whereas it was my understanding, 


in the conversation I had with Mr. Dobzinski that is reflected in item 17 on 
page LO-- 
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that it would be for two to three months. . 





me. Bell: Mr. Dobzinski is the source of tne information to you at 
tnat time. 


Mr. Logan: Yes. 


Mr. bell: How did that discussion come about? 


me. Logan: It was only one item in tne discussion we had. I cannot 
relate what all of the other items were. It was part of a discussion that we 
would have had relating to trying to do the subsequent investment in wWyda. It 
would be in the making of ??this in the course of those discussions. 


Mr. Bell: What specifically did he tell you? 


Mr. Logan: He told me that Mr. Caplan was shortly to be severing his 
relationship with Wyda, that tney had discussed two alternatives, that Mr- 
Caplan would pe paid, and Wyda still needed some assistance from Mr. Caplan 
over the next two to three montns. we discussed two methods of payment, $150 
per hour or $8,000 per month. Mr. Dobzinski had chosen the $8,000-per-month 
alternative, that was the route he had gone and that that would go for two to 
three months. 


Mr. Bell: Did ne tell you why he chose that alternative? 
Mr. Logan: Wny he chose that alternative? 


Mr. Bell: Yes. 


Mr. Logan: No. 
Mr. bell: Have you got paragraph 17 before you? 


Mr. logan: Yes. 


Mr. bell: I must tell you one possible treading of that paragraph is 


that you were informed in late May or early June that Mr. Caplan was goi to 
be paid $8,000 per month for the next two or three months, = is Streets 
May or early June. 


Mr. Logan: I believe I was given to understand that it was already 


in effect and that it was going to go into Jume or J 
peat uly. I did 
lot of significance to it, Mr. Bell. af not relate a 


Mr. Bell: wny? 


Mr. logan: Because I viewed it was a short-term arrangement. At the 
a ot the closing, I learned what Mr. Caplan's compensation nad been prior 

O our Closing and leading up to it, and for his contribution certainly in the 
eee of roughly January 31 to the time we finally closed this deal on april 

8. He was a very valuable member of getting that deal done in terms of eo 
assisting Mr. Uobzinski as an adviser in structuring tne deal. I was surprised 
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tnat ne was, for that, receiving $2,000 a month. I thought he was being 
desperately underpaid and that $8,000 a montn was more appropriate for what he 
was worth. 


Mr. Bell: Did you indicate to Mr. Dobzinski during that discussion 
your approval of tne $8,000 per month payment? 


Mr. Logan: Basically. He was telling me about it, I believe, 
essentially to ask, "Is that okay with you?" 


Mr. Bell: What did you tell him? 


mr. Logan: I pelieve I said something to the effect of, "It sounds 
fine to me. 


Mr. Bell: Did you have in fact, or did you believe you had authority 
to give that approval on behalf of IDEA? 


Mr. Logan: I was the member on Wyda's board of directors. If it had 
nad to come to the poard of directors for approval, as a member of the board 
of directors, I had that authority to approve. 

Mr. Bell: wnich board of directors? 

Mr. Logan: wyda's. 

Mr. Bell: Did you have authority trom IDEA's to give that approval? 

e mr. Logan: I believe I did. 
6:20 p.m. 


Mr. Bell: Tne next document is the subscription agreement, that is, 
tab 17. We will see how quickly we can do this. I am going to-- 
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Mr. Logan: Yes, 1 believe everything is in there, unless there is 
sometning gone tnrough amd, witn your permission, it nas been taken out. 


mir. Bell: It ain't a trick question. I just want to get tab 17 on 
tne record pecause I nave opposing documents, and I want you to confirm that 
tne item 1 of the closing document is the subscription agreemeni. 


Mr. Logan: Tnat is correct. 


mr. Bell: And what tollows in the subscription agreement is the 
completed and executed appendices which are found in tab 17, as and for the 
detail and the people that they are required from, correct? B 


Mr. Logan: Yes. 


Mr. Bell: we do not have, for example, as an appendix to the 
supscription agreement, tne specific January 31 Caplan agreement and the 
acknowledgement, but it is called for by the appendices and the terms of the 
subscription agreement, is that correct? 


Mr. Phillips: No, just the list is called for in the subscription 
agreement and the document is presented outside the prescription agreement. 


Mr. Bell: Correct, as schedule F. 
itr. Phillips: Yes, just the list. 


Mr. Bell: My question is, in the context of the April 14, 1986 
Caplan letter, and to the extent that it cnanges the January 31, 1986 
agreement--are you witn me so far--is there anything in any of the closing 
documents that is relevant to that change? ; 


Mr. Phillips: Yes. 


Mr. Bell: Can you point out what is relevant to that change? 


Mr. Phillips: You do not have it. Having read that letter for the 

first time and looking at the date on it, it appeared that it happened between 
the subscription agreement of April 12, which was a Saturday, and the closing, 
wnich occurred on April 18, which was a Friday. I think April 14 was the day. 


when I read it it looks ?? as a change to one of the material contracts, which 
was the January 31 agreement. 


As part of the closing on April 18, Wyda, like any other investing 
company, 1S prepared to present what we call a bring-down certificate, which 
basically says that the reps and warranties contained in the subscription 
agreement on April 12 are just as true on April 18. 


Mr. Bell: Let me stop you there. This is a litigation la j 
: er talki 
Co a corporate lawyer and I am treading water. 5 = 


bm P-1820-2 July 2, 1986 
Mr. Phillips: In reverse. 
Mr. Bell: Was sucn a document produced at tne closing? 
Mr. Pnillips: The bring-down certificate, yes, it was. 


Mr. Bell: Can you point to or identify where in the large closing 
documents that is? 


Mr. Phillips: Tab 2, immediately in front. 
Mr. Bell: I am sorry? 


Mr. Phillips: Tab 2, immediately in front of tab 2. Certainly that 
is where it is in my book. 


Mr. Bell: You do not-- 
Mr. Phillips: Tab 1, I am sorry. Immediately in front of tab 2s 


Mr. bell: I nave a copy of the whole darn thing and I tried to save 
tne province some trees and use some ?? 


Mr. Phillips: Did you find it? Tne last two pages of tab 2. 


Mr. bell: Is it called "Certificate IDEA Investment'’? It is a 
certiticate executed py Mr. Dobzinski by date, April 18, 1986? 


Mr. Phillips: That is correct. 

Mr. Bell: Wnere does this agreement call for reference to the April 
14, 1936 letter, ir I nave expressed that right, and if I have not, tell me 
now I should express that question. Do you know what I am getting at? 

Mr. Phillips: Are you ready for a small lecture? 

Mr. Bell: Stay with me for just a moment. 

Mc. Phillips: On page 1l of the subscription agreement. 

Mr. Bell: Article 4? 

Mr. Pnillips: Article 4A. 


Mr. Bell: I am sorry, I do not nave it yet. 

Mr. Pnillips: Page ll. 

Mr. Bell: Mempers, you nave that at tab l/. 

Mr. Phillips: Everypody has it. 

Mr. bell: Tab 17, 4A, conditions of closing. Tell me. 


Mr. Pnillips: 4A, IDEA shall be furnished with certificates oS the 
company and ?? effect tnat the matters dealt with... 
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Mr. Bell: Let us just look at 101. Wnere specifically in 1012 


mr. Phillips: Page 6, for instance. 


me. Bell: I want specific reference to what in 101 is relevant to 
that April 14tn letter. 


Mr. Phillips: I can give you a couple. Maybe there are more. Page 6, 
item 16, fiftn line, ''Eacn of the agreements listed in E is in full force and 
effect and unamended.'' Tnen we go to schedule E. 

mr. Bell: Take us to schedule E. 

Mr. Phillips: Maybe you have it. = 


Mr. Bell: We have it in tne subscription agreement. 

mr. Phillips: Item 2. 

mr. Bell: Hold it. Let us catch up to you, please. 

Mr. Phillips: Schedule E does not have a page. 

Mr. Bell: Schedule E is material contracts. 

vir. Phillips: Do you see the reference to 101.16 at tne top, item rae 


mr. Bell: Yes. Now, please, because you are talking to a litigant, 
101.16 requires what in regard to item 2 of schedule E? 


Mr. Phillips: Can I say it differently? 


Mr. Bell: I nope so. 


Mr. Phillips: Basically 101.16 says in schedule E we have listed all 
of ree material contracts and, by the way, they nave not been changed and they 
still work. 


mr. Bell: Yes. 


Mr. Phillips: As part of the closing, which often happens some days 
later, we get him to set it out again, as of a new date. 


Mr. Bell: Where do they say it again? 


Mr. Phillips: In tne certificate, which I have called the bring-down 


certiticate, which again is tne two pages you found at the very back of your 
tab 1 of tne rat pook. 


Mr. Bell: In relation go tab 17. 


Mr. Pnillips: Does not appear. 
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: Mr. tell: So that we have a copy for the committee's purposes, the 
take-down certificate, as you nave called it, or the take-down document. 


Mr. Phillips: I say “bring-down."' 


Mr. Bell: Something down, all right. Where in the bring-down 
certificate, April 18, specifically or by reference, is the January 31, 1986 
agreement referred to? 


Mr. Pnillips: It is not. The representation warranty regarding that 
agreement is 1U1.l6--tnat is one of tnem, there is another one and 101.16 is, 
of course, part of 101 and this certificate says that all the reps and 
warranties in 10] are true and correct on the 18th. 


Mr. Bell: From wht you know now about the April 14 document, what is 
your comment about that representation as it relates to the January 31, 1986 
agreement? 


Mr. Phillips: It is incorrect. 


Mr. Bell: If you nad known that on or before the date of closing, 
wnat would you have advised your client? 


Mr. Phillips: I would have intormed tne client of the deficiency and 
probably, depending on the reaction of the client, have either made a change 
in the certificate, accept a cnange, or back away from the closing, whatever 
were tne instructions. * 


Mr. Polsinelli: Wnat was the arrangement ?? 


Mr. Cnairman: Do you gentlemen have any difficulty in joining us 
again tnis evening? 


Mr. Pnillips: The correct answer is yes. 
Mr. Chairman: Are there any insurmountable problems? 
Mr. Phillips: We would be pleased to. 
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Mr. Bell: Mr. Chairman, I require some direction as to the timing of 
Mary Epert's testimony. 


Mr. Chairman: To this stage six members have indicated an interest 
in asking questions. If tney all take their 20 minutes, we are looking at 
apout two nours. Counsel has not completed his questioning yet. 


Mr. tell: I must say I am very close. 


mr. Pope: I am going to pe at least two in my own questioning. 


Mr. Phillips: Two wnat? 
Mr. Pope: Two cycles. We have 20-minute cycles. 


Mc. Epp: I know that some of our questions will not take 20 minutes. 
I am not sure who you have on there. : 


Mc. Chairman: Would you like to have Ms. Eperts on standby in the 
event time is available? 


Mr. Pope: In fairness to her, last week she indicated to counsel 
that sne had a baby-sitting problen. 


Mr. Bell: She has one today, she has more of a problem in the next 
two days, but I am not sure that qualitatively it is any different than today. 
In fairness to witnesses, if we are not going to get to them, they should know 
that at the earliest possible time. 


Mr. Pope: We are not going to get through it tonight. 


Mr. Bell: I require the committee's direction so that I can 
communicate that direction. 


_ Mr. Chairman: We will advise her that she will not be required this 
evening. 


Ine committee recessed at 6:32 p.m. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON PUBLIC ACCOUNTS 


Wednesday, July 2, 1986 


Tne committee met at 8:12 p.m. in committee room 228. 


ALLEGED CONFLICT OF INTEREST 
(cont inued ) 


Mr. Chairman: The standing committee on public accounts will come to 
order. 


Miss Eberts would you mind coming forward, please, and being sworn in by 
tne clerk. 


-Mr. Epp: She does not have to be sworn in. - 


Mr. Chairman: I have been advised that ??Glynnis Wright was sworn 
in. Mr. Armstrong was sworn in. 


Mr. bell: Okay. I think if one is appearing in the capacity of 


witness, and as witn the otner officers of the court in that capacity--anybody 
wno iS appearing as counsel to any of the witnesses--the swearing is not 


necessary. I have not been sworn in. 

Miss Eberts: I would be nappy to be sworn. 

mr. Bell: I nave been sworn at, but I have not been sworn. 

Clerk: Do you swear that the evidence you snall give to this 
committee ??acting the subject of the present inquiry shall be the truth, the 
wnole truth, and nothing but the truth, so help you God? 

Miss Eperts: I do. 

Mr. Chairman: Thank you. Mr. Bell, are you ready to lead off? 


me. Bell: Yes. Miss Eperts, would you state your occupation for the 
record please. 


Miss Eberts: I am a barrister and solicitor in the province of 
Ontario. 


Mr. Bell: I understand you are a partner in the law firm of Tory, 
Tory, veslauriers and Binnington. 


Miss Eperts: Yes, I am. 
Mr. Bell: In Toronto? 


Miss fberts: Yes. 
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. Mr. Bell: In connection with tne matter of conflict-of-interest 
guidelines as tney apply to ministers of the crown, you were retained at some 


time in 1985? 
Miss Eberts: Yes, I was. 
mr. Bell: by whom were you retained? 


Miss Eberts: I was retained by Mr. Peterson, who was at that time 
the--how snall I put it? He was the leader of the official opposition. He had 
just finisned being the leader of the official opposition and he was in the 
period wnen he was waiting to see if ne was going to form the next government 
of Ontario. I was retained by him in order to do certain things with respect 
to nis wnole caucus as part of the transition team exercise. 


mr. Bell: All rignt. In respect of tne conflict-of-interest 
guidelines as they then existed, and as they now exist, what were the terms of 
your retainer? 2 


Miss Eperts: I think it useful to begin by considering the... 
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in which that group found itself at the time. They were as I have said, 
waiting to see whetner it would be possible for them to form.the government. 
Tney did not nave unlimited access to the resources of the civil service. So 
tne machinery, if you will, that would have been available to a government in 
order to check for conflict-of-interest issues and problems, was not available. 


One of the main things that I was asked to do was to look at the 


conflict-of-interest guidelines for this group of people and to do an exercise 
relating to contlict of interest with them that would more of less substitute 
for what tne civil service might have done had they formed the government 
directly upon being elected. 


Mr.’ Bell: More particularly, after you had satisfied yourself, or 
decided what the tnen existing guidelines required, you reviewed the 
particular circumstances of individual members and gave them advice as to 
their circumstances and the guidelines? 


Miss Eberts: I was asked by Mr. Peterson to make myself available to 
individuals wno desired to consult with me. The arrangement upon which I did 
so was tnat I could consult with individuals on a basis of confidentiality, as 
ir 1, you know--indeed, in a kind of solicitor-client relationship with them. 


Mr. Bell: With respect to the Caplans--Mr. and Mrs. Caplan--can you 
contirm that you did confer with them and give them certain advice in 
connection with tne guidelines? 


Miss Eperts: Yes, I did., , 


- Mr. Bell: Can you confirm that matters of confidentiality’do not 
exist insofar as the matters you can disclose to this committee? 


Miss Eberts: I have received from both Mrs. Caplan and Mr. Caplan a 
waiver ot the solicitor-client privilege which protects the communications 
petween themselves and myself, relating to conflict of interest. I have been 
authorized to relate to the committee the dealings I had with then. 


Mr. Bell: Can you recall precisely when your retainer, in respect of 
the guidelines, began? 


Miss Eberts: It was very shortly after the election. 
Mr. Bell: In May of 1985? 
Miss Eberts: Yes. 


Mr. Bell: Is it fair to say tnat the first thing you did was to 
review the guidelines and available documentation and information at that time 
to satisty yourself what the guidelines stood for? 


Miss Eberts: There were several parts to what I did with respect to 
-the guidelines. It was necessary to become informed about what the guidelines 


- 
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under the previous government nad been and so I elicited copies of the Davis 
guidelines and a copy of the material that had been distributed from the 
Cabinet Oftice to members of the previous government. I also talked with Mr. 
Wright in the attorney General's office wno had had the administration of 


those guidelines under nis charge. 


I did a literature review, if you will, of several sources to look at 
alternative models, and I also consulted with people who had been involved in 
the operation of the federal guidelines,, based more or less from the private 
par. I did not talk with anybody who was a civil servant administering the 
tederal guiaelines, but I did look to the private bar for their experience in 


relating to them. 


As part of tne transition team exercise, I discussed with several 
colleagues on the transition team, what should be the approach--whether it 
snould be recommended to the government that they follow on a pro tem basis 
tne Davis approacn, or wnether there should be an attempt made in this very 
harrow transition period to try to build up an alternative structure. 


Mr. Bell: Was all of that which you nave described done by- you x 
before you met witn members of the Liberal caucus, and particularly the 
Caplans? 


8:20 p.m. 


me Ebetts: Quite a bit of it was, but the consideration of any 
possible... 


[202 follows} 
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OLS amendments to the Davis guidelines was still under review when I met 
with members of the caucus. 


Tne way the process went, if you will, was tnat within the transition 
team discussions the decision was made not to recommend trying at that time to 
build up a whole big alternative structure, but to go off tne Davis 
guidelines. There was some thought there might have to be some changes to 
them, so that consideration of what cnanges there would have to be went on 
more or less simultaneously witn discussions I had with people, and they were 
told tnat tne Davis guidelines were tne status quo but that there might be 
some cnanges and as the areas where changes became more and more to be 
expected, tney were also apprised of that. 


Mr. Bell: Can you confirm that, in fact, happened with the Caplans? 
Miss Eberts: Yes. 


Mr. Bell: Now, I would like to just explore the process that you 
have described to date, with the documentation that I nave received from you 
and your counsel, which the committee has in its material. 


Members would you turn to tab N, as in Norman. We are starting with tab 
1. Can you tell the committee what this document is? 


Miss Eperts: This is a summary that I prepared and I had typed in my 
otfice ot the Davis guidelines for cabinet. I used those for discussions with 
the other members of the transition team tnat were also involved in the 
decision as to whether we would try to go for a whole other new set of 
guidelines or whether we would use the old guidelines. 


Mr. Bell: All right. On the second page of that document, item 3--I 
do not know whether you have got a copy of the current guidlines with you-- 


Miss Eberts: I have this black book here which I think is a copy of 
the exnibits of the committee-- 


Mr. Bell: If you look--just open up tab C-- 

Miss Eberts: Yes. 

Mr. Bell: That is the current guidelines, with your two 
amendments--at test what it has been previously identified as by other 
witnesses. 

Miss Eperts: Yes. 


Mr. Bell: Do we agree on that? 


Miss Eberts: I think so. It is rather strangely arranged in the copy 
that I have. 
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Mr. Bell: I agree. 


Miss Eberts: The front pages, dealing with ministers’ confidential 
statf and parliamentary assistants, look like the new guidelines, so called, 
but 1 have not had a chance to read the next ensuing pages. I will have to 
take your word for it that those are the new guidelines. A oath 


Mr. Bell: Okay. You will agree with me that what you have done on 
page 2 ot tnis tab 1 document is to track exactly the first two and one-half 
lines of the bottom paragraph of page 1 of the guidelines. It is word for word. 


Miss Eberts: That is right. 


Mr. Bell: Okay. We can confirm that. What was your interpretation of 
the phrase "contractually involved'' as they were found in the original Davis 
guidelines? 





Miss Eberts: Well, in interpreting that phrase I did have resort to 
some conversations, or to a conversation, with Mr. Wright, when i went to talk - 
to nim about the way the guidelines had been administered under the previous 
government. It was his information to me that he took a fairly broad view of 
contractually involved.'' Somewhere in the materials I have provided to you 
there are my notes of that meeting witn him where he looked at that. 


: I, myself, just looking at the words, must take a fairly generous view 
of "contractually involved" because there are different kinds of arrangements 
with government that can be embodied or set in train... 


2025 follows 
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not as part of this exercise sit down and prepare an elaborate lexicon of 
every possible meaning of contractually involved, but my own view of it was 
that it was a fairly broad phrase. 


Mr. bell: Are you familiar with, and I know you are, section 10 of 
tne legislative Assemply Act that deals with certain conflict matters as they 
relate to mempers? 


Ms. Eberts: I have had occasion to work with the Legislative 
Assembly Act. I am not right up to date on it. 


Mr. Bell: In fairness to you if I can find it in this material, tab 
k, of tne committee's material, and you do not have to turn to it, just let me 
read a part of section 10 to you. We have heard evidence from Mr- Wright... 
already as to the scope of the phrase, ''contractually involved'' and the 
context of section 10. Types of contracts are referred in that section as, 
"For service, work, matter or thing." - 


Is that your understanding, Ms. Eperts? 

Ms. Eperts: In the Legislative Assemply Act? 
Mr. Bell: Section 10. 

Ms. kperts: That is the language of the act. 


Mr. bell: Is the scope of contracts as set forth in section 10 now 
Or wider than the scope of the pnrase, "'contractually involved'' as they are 
found in the guidelines? 


Ms. Eberts: Let me give you an example of something that Mr. Wright 
told me ne thought was involved in the phrase, ''contractually involved." He 
provided to me in our conversation or ensuing from, I cannot remember whether 
ne sent it to me or gave it to me on the spot. A couple of opinions that he 
nad given to mempers of the other government at some point, he did not say 
wnen, are dealing with government programs. One of them as I recall, was 
sometning called the tourism redevelopment incentive program. It was a tourist 
incentive program. His opinion on that particular occasion was that something 
such as TRIP would be covered py the phrase, "contractually involved.'' Without 
giving it some further study, I would not be able to tell you off the cuff, 
wnether sometning such as TRIP would be involved in section 10 or not. That is 
my intormation about what he tnought was involved. 


Mr. Bell: I tnink in fairness to you, I should complete the 
background material and intormation that you had available to you before we 
talk about wnat the guidelines mean. Can we turn to tab 2. You have referred 
already to parts ot the minister's nandbook that you received as background 
information. Can you confirm that tab 2 contains that very document or parts 


of tne document you looked at? 


Ms. Eberts: Tnis, as I understand it, was a copy of the minister's 
Or CaDinent nandbook tnat had been in use under the previous government. It 
was provided to me indirectly from the cabinet office as tne thing that was 
put in the pook tor the guidance of ministers. Tnat was one of the background 


documents tnat I had. 


~ nS 
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mr. Bell: The last tnree pages of this tab, they sneaked in with 
these documents, starting "Task force on conflict of interest. Can you 


identify? I am sorry, it is not here. 


Ms. Everts: I was just going to say, they did not sneak in the few 
pages of the one | nad. ie ee 


Mr. Bell: Tab 3. Can you identify these pages? 


Ms. Eperts: Tab 3, in the book that I nave, is a set of handwritten 
notes. 1 made these notes in a conversation I had with Mr. Wright about the 
administration of the Davis guidelines. 


Mr. Bell: bo you recall wher that was? 


Ms. Eperts: It was reasonably early in the process of my examination 
of the subject. Certainly it was before a meeting that Mr. Caplan and I nad 
with Mr. wrignt. I cannot give you a precise time. & 


Mr. Kell: Tne second page of those notes at the top, where you have 
in quotes, "A personal, beneficial interest." Can you explain what the notes 
are tollowing that phrase? : 


3:30 p.m. 


Ms. Eberts: Mr. Wright is telling me what has been the historical 
position about the administration of the guidelines. He says they have always 
applied on a case-by-case basis saying is there in fact a conflict. I have in 
here, what is the appearance? I am sure he must have said that to me. I do not 
re it figuring broadly or largely in our conversation. 

- -1 rollo 
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. What I took from 
the conversation was that the phrase, ''Of personal beneficial interest" is a 
very broad or loose pnrase that tney would use to srutinize each particular 
Situation as it came along. 


Mr. Bell: Going down that page. 'They have been diligent about 
reporting changes." Wno does that refer to? 


Ms. Eperts: The ministers. 


Mr. Bell: Saying that Mr. Wright does not get annual updates. ~ 
Presumably from ministers? 


os 


Ms. Eberts: That is right. I think at that stage in my research has 
been consideration. I was asking him whether he had them file annually to show 
any Cnanges over the last year. He said that he does not get annual updates. 
He did not want paperwork and he thought he would not nave any more forms than 
were absolutely necessary.: 


Mr. Bell: Did you form any conclusions for your own purposes as for 
the nature and extent of paperwork that was required in such a process? 


Ms. Eperts: In the course of my work it became apparent to me that 
there were at least, broadly speaking, two models for looking at conflict of 
interest. Une was the Davis approach, the Davis/right approach if you will. It 
was tairly minimal. It is a lot of onus on ministers to report their changes. 
There is not a big secretariat to run it. The other one is the federal 
approach, where there is an office that is specifically charged with taking 
ministers and others through their paces, helping them set up their blind 
trusts, requiring regular filing and doing a lot of hands on work with the 
ministers. Tne creation of a big secretariat to run a conflict of interest 
system or, as one of tne reports calls it, an office of public sector ethics, 
is in quite a contrast to the so-called Davis system. 


It was plain to me that we did not have the time or the resources at 
that point to consider that option because the Peterson people were not yet 
even torming the government and tne transition team could not do it. It was 
also clear to me that one of tne directions of the future seemed to be the 
direction in whnicn contlict of interest was moving, whereas in the direction 
of having a secretariat and a much larger apparat to deal with conflict of 
interest measures. 


Mr. Bell: Which process do you prefer? 


Ms. Eperts: I think there are some disadvantages to the process of 
having the big secretariat. Tne main disadvantage is if you have a lot of very 
caretully, articulated and elaborated rules, if you have a big secretariat, 
you are really putting the emphasis on formal compliance. You might get people 
wno are tormally in compliance with the rules but who do not have much 
understanding of what their real opligations are. I think the big secretariat 
nas a lot of advantages but it is essential even when you have a big 
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secretariat to maintain the spirit and th 

interest guidelines are all about. 


e understanding of what conflict of 


My own personal view is that the tederal system was maybe a little heavy 
on the machinery side and a little lignt on the understanding of what real 
contlict ot interest measures were all about. That certainly was in my mind at 
the time. Uver the long naul, I tnink it is quite useful and quite helpful to 
nave a large secretariat instead of basically a one person operation. 


Mc. Bell: Tne third last line on this page I am not able to make out 
your note. Can you read it to tne committee. 


ms. Eberts: He is talking again the system that ne preferred of 
having tne ministers responsiple for reporting their changes and for making 
the tilings. He says, "If you put tne obligation on them and they are caught, 
it is better for the Premier." If the Premier runs the system or has the 
Cnarge ot the system and something fouls up, according to him that was bad for 
the Premier, put if it is the minister's fault, the Premier could-.distance 
nimself from the minister. That was what I understood him to be saying. 


Mr, Bell: Page 3. About a third of the way down in quotes again you 
ave got ‘contractually involved." You made reterence to this already-- - 
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OL r your dicts ions bodice ne weight at one eine Can you give the committee, 
in your words, wnat you understood his interpretation at that meeting of the 
pnrase “contractually involved"' to be? 


Ms. Eberts: The note I have underlined says it means a grant, 

according to slenus wright, and he takes as 1 said a very liberal view of 

“contract.'' Tnat is why he told-me he tnought it covered a lot of subjects. 
Then this little line tnat goes down so you are saying you cannot, as a 
minister, receive a benefit. This is where the opinions that I told you about 
a tew moments ago come in, where he provided me with copies of opinions that 
ne had given to people say ing that tne prohibition against contractual 
involvement prevented them from taking advantage of certain programs. 


Mr. Bell: Did he give you any scope to the word "benefit?" 
Ms. Eperts: No. 


Mr. Bell: Wnat did you understand the scope of the "benefit" as used 
py him to be? 


Ms. Eberts: We did not actually get into a very technical discussion 


avout "benetit'' at that stage. I was getting a working understanding, if you 
will, ot how ne was running the guidelines and we really did not canvass it in 
any depth. 


Mr. Bell: From your understanding of Mr. Wright's interpretation of 
tnat pnrase at this meeting, ??resident vestment by a crown corporation in a 
private Ontario company of money included in the phrase "contractually 
involved?" 


Ms. Ebert: He did not actually talk about tnat particular example. 
he gave me a couple of examples and he talked about the situation of a grant 
and tnat was about it. 


Mr. Bell: Did you talk about any examples that were close to the 
example I just gave you? 


Ms. Ebert: No. I have provided you with the opinions that he gave 
me. They are in the material. 


Mr. Bell: We will look at those in a moment. Would you turn over two 
pages, the top whicn is "help individual." 


Ms. Ebert: Yes. 


Mr. Bell: The next line, “sovernment interested in not creating 
impression of any conflict of interest.'' What do you mean by that note. 
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OF O-S Ebert: Wnen I reviewed these notes, I could not actually recall | 
whether that was something we had discussed together or something that he had 
told me. It is a fragment and I cannot put it in context. I am sorry. 


Mr. Bell: All right. Under “guidelines that work very well," there 
are two points. Is it tair to say that as otf the date of this note there were 
some alternatives you might consider as for amendments? 


Ms. Epert: As I understood it, these were things that he had been 
mulling over in tne course of nis work in administering the guidelines. I 
asked nim if he were going to change the guidelines in any way, how would he 
Change them, because he told me they had worked well up to that point. These 
were the tnings he identified as possible changes. One was developing some 
sort of plind trust arrangement for private companies, and also creating an 
exemption like ??l1lm in the Legislative Assembly Act for cabinet ministers and 
parliamentary assistants. That is tne one that clicks in where grants are 
even-nandedly available to members of the public, as I understand it. 


Mr. Bell: All rignt. Then the next note, is it these do not deal 
with Legislative Assembly Act? 


Ms. Eberts: Yes. 
Mr. Bell: What is ''tnese'' that you are referring to. 


Ms. Eberts: I am sorry, I cannot recall what that was about. 





Mr. Bell: The last page of this note refers to the nature and extent 

of the relationsnip between Mr. Wright and those ministers whom he gives t 
advice to or confers with? | 
: 


8:40 p.m. @ 






Ms. Eberts: He nas tnem fill out a form-— 
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that is sent in to him. He 
gets tne full report and ne told me that nobody else has access to it except 
tor him. He then sends on to the Cabinet Office for eventual filing in the _ 
otfice ot tne Clerk of tne Legislative Assembly tne portions of the material © 
tnat are required to be disclosed under the guidelines. My understanding from 
this was tnat, apart from what is required to be disclosed publicly, he would 
keep other material confidential. 


Mr. Beil: All right. Would you turn to tab 4 and you can confirm 
that tnis is one ot the sample opinion letters tnat Mr. Wright sent to you? 


Ms..-Eberts: That 1s right. 


Mr. bell: Can you comment on the last paragraph on the first page of 
this document, is that what you took to be the scope of his interpretation of 
tne guidelines? 


Ms. Eberts: This was a letter that was given to me to show how he . 
was interpreting tnis phrase ''contractually involved." ; 


Mr. Bell: Did you discuss this opinion with him at all? 
Ms. Eberts: No, I did not. 


Mr. Bell: Tab 5, can you confirm that is the second sample opinion 
that he gave you? 


Ms. Eperts: Yes. 


Mr. Bell: All right. On the second page of that memorandum, the 
first paragraph, he gives tne person to wnom this letter was sent his 
definition of ‘personal beneficial interest?" 


Ms. Eberts: Yes. 
Mr. Bell: How does that compare witn your interpretation? 


Ms. Eperts: My approach to looking at this "personal beneficial 
interest" pnrase in the guidelines was the approach of a trusts lawyer, to say 
basically, is there something that flows through the transaction that is going 
to be not just a benefit, but also constitutes an interest, not an ephemeral 
benefit in other words. My interpretation was a little more wishy-washy and 
less categorical, not wishy-wash, general. 


Mr. Bell: Was it broader than nis? 
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wg, Eberts: He talked about classes of people here; classes that 
were intended to be caught, classes that were not intended to be caught. I 
tended not to look at it witn regard to classes of people who would be caught. 
I tenaged to look at it, in each individual case, saying, ‘Does this situation 
nere create a personal beneficial interest for the individual that I am 
jooking at rignt nere,'’ never mind classes or categories of people, but what 
is the situation, vis-a-vis this person. ere 


Mr. Bell: When we look at the guidelines as you nave amended them, 
we will get to your interpretation in that respect in more detail. 


Tab 6, handwritten notes starting "areas wnere additional prohibition is 
necessary.'' Can you tell the committee what these notes are? 


Ms. Eperts: These are notes that I prepared prior to a discussion 1 
nad with other members of the transition team about whether we should take on 
tne Davis guidelines exactly as they were or with some changes or whether we 
would try to go to another big system. These are some of the questions that 
arise if you are looking at-creating a more elaborate set of guidelines than 
the ones that had come to be known as the Davis guidelines. The heavy black 
material on the right is my own handwriting and my own notes that I used to 
prompt me in this discussion. The thinner writing on the left of the front 
page are just some notes I made in the course of the discussion, ones I could 
Carry away and think about. 


Mr, Bell: Can we go to tab 7? Are we still at the stage where you 


are tormulating your own views and conclusions as to what these guidelines are 
and what they should be? 


Ms. Eberts: Yes. This is another memo that I did in that process. 


ir well: Are we still at trie stage pefore you met with the Caplans? 
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Ms. Eperts: Yes, I believe so. 
Mr. bell: Would you stop me when we get to that prea 
Ms. Eperts: Yes. 
Mr. Bell: What is tnis document? 


Ms. Eberts: This, again, is sometning that I prepared in my own 
office. It was typed in my own office as a thinkpiece for myself: if we are 
going to go to another more elaborate conflict-of-interest system, more along 
tne lines ot the federal model, what would be some of the implications of 
going into that system? What would be some of its elements? 


Mr. Bell: Did you make the views expressed by you in this document 
known to the government? 


Ms. Eberts: Tnis document was prepared by me as an ??ad memoir Oris 
wnatever tor my discussions witn the transition team. I never discussed this 
document or tnese views directly witn people in Mr. Peterson's office. 


Mr. Bell: On page 2 there is a suggestion that the style be a 
definite departure from the perceived position of the previous government in 
tne present federal government. Do you know if any part of that was adopted by 
tne current government as its policy as to what the guideline process should 
be? 


Ms. Eperts: Tne process, of which this document was a part, 
ultimately produced the recommendation that we did not have the resources in 
the small transition phase to set up a big system of guidelines and a big 
secretariat to run it. Tnis document as a document and the ideas in it never 
really got to the level ot Mr. Peterson's office. 


Mr. Bell: On page 2, you list some elements of the approach, i.e. 
the numoer two approach. Were any of those elements adopted and utilized by 
you in your discussions with members, specifically the Caplans? 


Ms. Eberts: May I take the first part of your question first about 
people generally? I did some lectures on the Legislative Assembly Act and on 
the Davis guidelines as they were. It is fair to say that an element of my 
lectures is point two on that page. What I stress with people is that when 
they are members of the opposition, the public and the press do not care much 
apout tneir lives. They do not care much what they do. They are not news. 
However, if tney form the government, then things that they had never thought 
ot newsworthy or interesting are seized upon. They should, therefore, start 
looking at tnemselves as if they had somebody sitting on their shoulder all 
the time, saying, ''You are in the government now; you have to think 
ditterently.'' That was certainly an element of my approach. That is the only 
one tnat got carried forward. 


Mr. Bell: You have some nods of agreement from people in this room 
that have peen there. The second part of my question was, were any of these 
elements adopted and utilized py you in your discussions witn the Caplans? 
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| Ms Eberts: My discussions with the Caplans were fairly specific and 
they did not deal at tnis level of generality or approach. 


Mr. Bell: Tab 8, what is this document? 


10:50 p.m. 


Ms. Eberts: This is again something that I prepared for the 
discussions in the transition team. Reviewing the contents, I think it 
represents one of the last stages of my thinking on conflict of interest and 
where we should be recommending that tney go, basically saying that the Davis 
guidelines mignt not be perfect, but as interim measure, they could be used 
and they best fit in witn what I understood to be some of the elements of the 
NuP/Liberal accord. There is one, for example, dealing with civil servants and 
what level ot political activity they could have. I knew, from following the 
press at that time and from other information that I had, that that matter 
would likely be submitted to the House. 


It seemed to me at that time that it was not unlikely that- the question 
of a bigger conflict ot interest system, one with a more articulated-- 
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secretariat and sO on, might also be submitted to the House. That was part of 
the reasoning behind going with a simpler interim system. 


Mr. Bell: Tap 9, credit disclosure requirements; what is this 
document? 


Ms. Eberts: If I can take you back to another document. We have 
already looked at it. Under tab 2, there is a set of forms: summary of real 
property owned in Ontario, summary of real property and mortgages and so on. 
As part of the exercise that I did with members of the caucus, we had them 
fill out those forms. As you may recall from what I said before, the Peterson 
group did not, at that time, form the government and did not have access to 
the civil service process that Mr. Wright had used with prior govermments to 
get them to fill out these forms. 


I had them fill out the forms and I checked them over as an interim 
measure to see if tnere were any problems. This disclosure-requirements page 
is a front page to the forms that I gave them to fill out. The approach that I 
took was to say, "At some point, all MPPs might have to fill out these forms 
and right now we want you to fill them out." The statement there is that the 
intormation in the forms is requested of each caucus member and will be 
confidential from all but the Premier and his immediate advisors at this 
point. In reviewing those forms, I was treating them as confidential and did 
not disclose them, except to the extent of-- The best is analogy is that of 
the House physician. 


Tnis set of materials was distributed to members of the caucus at a time 
when mr. Peterson was considering whom he should put in his cabinet. On the 
basis of those forms, I was in a position to say whether there were any 
problems witn any particular person in a particular ministry because of 
landnoldings or whatever. Once that exercise was finished, I sent the forms 


back to the people who had filled them out. 


Mr. Bell: We know that Mrs. Caplan was appointed to the cabinet. We 
assume that she passed muster to the extent of this process? 


Ms. Eberts: I did review forms with her and I sent them back. She 
did, at that stage, look okay to me. 


Mr. Bell: Would you turn to tab 10, please. Before we get to this 
document, I want to get, as a packground to your discussions with the Caplans, 
wnat were your guidelines to them. Let me lead you in a series of questions. 


Had tne amendments to the guidelines not yet been finally formulated and 
included in tne guidelines? 


’ 
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Ms. Eberts: Tnat is correct. 


ic. Bell: Had you tormed certain conclusions as to the two 
amendments that were ultimately incorporated into the guidelines by the time 
you met with the Caplans? 2 


Ms. Eperts: Tne decision had peen taken to go with the Davis 3 
guidelines at that point and it was peginning to seem clear that those two 
amendments that were ultimately finalized would be made. The discussions I had 
with them were on the basis that, "'Here are the Davis guidlelines, you are 
going to be subject to these, but it is likey that there will be changes in 
these two areas." 


Mr. Bell: Did you specify to the Caplans, to your satisfaction, the 
substance of the two amendments that were ultimately incorporated into the 
guidelines? : 2 


— 


Ms. Eberts: At the time that I was discussing things with tbem, 
every 1 had not been dotted and-- = 
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every ''t'' had been crossed about 
wnich amendments would be made. It was tairly clear what areas they would come 
in, namely in tne private companies line trust area and also in the area of 
contractual involvements as described on the top of page 2 of the guidelines, 
what I call the Ontario nealtn insurance plan exemption. 


Mr. Bell: You are talking about the exclusionary formula? 


Ms. Eperts: Yes, put that was not worked out in real precision at 
tnat point, that it looked as if we were going in that direction. 


Mr. Bell: How about the substance of the exception, had that been 
worked out and did you explain the substance to the Caplans? 


Ms. Eberts: I do not think in an elaborate detail. The position that 
I was in at tnat time was, as tnis transition process was going on, it was 
pecoming clearer that Mr. Peterson would form the government, it was becoming 
clearer tnat the machinery of the civil servants would be available to do the 
contlict-of-interest reviews in a formal way, the way they had been done with 
tne previous government. What I was doing at that stage was the interim 
process. I expected, and I think everybody expected that, at the appropriate 
time there would be a hand-off from the informal process to tne formal 
Br OCese Tney certainly knew that transition or that shift was going to take 
place. 


Mr. bell: What was the process, if any, available to 
soon-to-pe-ministers of the crown, including Mrs. Caplan, to be made aware of 
and to understand the nature and extent and the expectations of the two 
amendments? 


Ms. Eperts: The people in ??process who wanted to avail themselves 
ot this service, were told by Mr. Peterson that they could have discussions 
with me and that they would be discussions on a confidential basis. I then met 
with anyone who indicated an interest in doing so. At the outset of the 
meeting I told them that if they had any particular questions or problems 
about their own situation, that I would treat anything they told me in 
contidence and that they could then disclose anything that was troubling them, 
either in lignt of the Davis guidelines or in lignt of the emerging, evolving 
information about wnat the guidelines might wind up being. 


Mr. Bell: I do not tnink I made myself clear. As and when the 
guidelines, as amended, were issued, and we know from the chronology and 
witnesses it was some time mid to latter part of September 1985, wnat was the 
process in place, if any, tor tnen ministers of the crown, including Mrs. 
Caplan, to have explained the nature, extent and the obligations required by 
tne two amendments? 


Ms. Eperts: Sorry, I misunderstood your question. 


Mr. Bell: It is all right. It is propably me. It is late in the day. 
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_ Ms. Eberts: By the time the changes had been formally inserted into 

tne guidelines, 1 was, in essence, out of the process. I nad been there just 

in tne interim pnase. The conflict-of-interest guidelines were being 
administered py Mr. Wrignt's office. Tne capinet ministers were consulting 

with Mr. wrignt just the way cabinet ministers in the previous, government had 
consulted with mr. Wrignt. P+ reper 


—= 


mr. Bell: If you know, was there anything put in place wherein 
ministers were intormed that they were expected to review the amendments with 
Mr. Wright? 

Ms. Eberts: As far as I understand the process, there was developed 
by Mr. Wright at that time, i.e., the end of August and the month of 
September, a set ot materials tnat he sent to cabinet ministers, that is the 


Peterson government version of this document 2 that was entered in my 
materials, tne letter to ministers and accompanying material. 


Mr. Bell: Are you aware of tne material that Mr. Wright made 
availaole to the cammittee and which forms part of the committee record? 


9 p.m. 
Ms. Eberts: I have not seen that material. 


Mr. Bell: But in any event. . . 


2100-1 follows 
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Tr, cL» ewe, I take it that there was a comparable 


compendium ot documentation prepared for the new ministers after the date in 
June wnen they were all sworn in, wnich incorporated and referred to in some 
way tne guidelines as amended? 


Ms. Eberts: Tnat is my understanding. 
Mr. Bell: Have you seen that compendium of documents? 


Ms. Eperts: No, I nave not. By that time my role in this process had 
ended. 


Mr. Bell: It you have not seen it, you do not know what is contained 
in it as tor the amendments or explanation or interpretation of the guidelines? 


Ms. Eberts: No. 


Mr. Bell: With that background can we look at tab 10, and can you 
tell us what these two pages of your notes are? 


Ms. Eberts: These two pages are the notes that I took in a meeting 
that 1 nad witn Mr. Caplan and Mr. Wright during the transition phase. This is 
before Ms. Caplan was put into cabinet. It was before Mr. Peterson formed the 
government. It was part of the transition exercise. I think the way this came 
apout was tnat Ms. Caplan availed herself of the opportunity to come and talk 
to me about the guidelines as they then stood. 


Mr. Bell: Mr. or Ms. Caplan? 


Ms. Eberts: Ms. Caplan. She and I had a conversation in which she 
told me some intormation about her own holdings and she told m, in fairly 
summary form, that ner husband is a business consultant and that the usual 
form in wnicn his business activities are carried on is that he takes equity 
in companies and he finds them capital. On that basis it was decided that I 
snould talk to Mr. Caplan and get more information about his activities, and 
he and I wound up meeting with Mr. Wright. 


Mr. Bell: You are too good a witness. You answer the question before 
I can even get to it. You have already told us that Ms. Caplan's meeting 
occurred before Mr. Caplan's meeting. 


Ms. Eberts: Yes. 


Mr. Bell: I want to set some chronology. Mr. Wright's note reflects 
tne fact that the meeting with Mr. Caplan was on June 24, 1985. Are you 
comfortable if we put that same date on this note? 


: Ms. Eberts: From looking at Mr. Wright's notes, and indeed I have 
looked at his notes, although not his other material that he provided, I think 
his notes are from the same meeting as my notes. ve 
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mr. Bell: Can we put June 24 on the top of your notes? | 


Ms. Eperts: Well, yes. 


Mr. bell: Prior to that meeting when did you meet with Ms. Caplan? 


Ms. Eberts: I cannot be sure. It was not very long before that. At 
the most it was a few days. 


mr. Bell: Did you explain to her what the Davis guidelines meant? 


ms. Eberts: It was quite a brief meeting. There had already been a 
briefing that I did tor caucus members on the Legislative Assembly Act and on 
tne Davis guidelines. It was a talk. 


Mr. Bell: Was she in attendance at that time? 


Ms. Eperts: I believe sne was. I do not have a precise recollection. 
I believe she was. I did not cite chapter and verse and get very technical in - 
that meeting. It was to flag for them that they now had to think differently 
and that 1 was available to talk to them if they wished. She followed up o 
that and came to talk to me. 


Mr. Bell: Could you undertake to advise the committee, thorugh me, 
when tnat meeting with the caucus occurred when you gave the explanation? 


Ms. Eberts: I cannot recall when it was. 
Mc. Bell: You cannot refer to a diary or anything to help you? 


Ms. Eberts: No. 1 do not have a precise recollection and I would not 
have any notes of it. 


Mr. Bell: When you met with Ms. Caplan, as far as you were 
concerned, did she appear to understand wnat the obligations and restrictions 
were for the Vavis guidelines? 


Ms. Eberts: As I said, it was not a very long meeting. We talked 
mostly about her own matters, her own holdings, and she seemed to understand 
with Tespect to her own holdings what her obligations were. I think she also 
understood enough to ask about Mr. Caplan because of the nature of his 
business. She did not get into a very big discussion about Mr. Caplan. It was 
decided it would be better for Mr. Caplan and I to meet. 


Mr. Bell: Is that what you understand to be one of the purposes of 
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wes arranged meeting with mr. Caplan? 


Ms. Eperts: Yes. i 


Mr. Bell: Was anybody else in attendance other than you, Mr. Caplan 
and Mr. wrignt at tnis meeting? 


Ms. Eberts: Not that I recall. 


Mr. Bell: Are you able to contirm from this note on page 1, tab 10, 
tnat everything on that note was provided to you and mr. Wright by Mr. Caplan? 


Ms. Eperts: I think it was. Just from reviewing the contents. Mr. 
Caplan was the only one in the position to provide this information. 


Mr. Bell: At the bottom of the page starting with, ‘Arrangements by 
wyda'' did he specify what the amounts and percentages were tnat you refer to? 


Ms. Eberts: No, ne did not specify the amount which comes under, ; 
small monthly amount to defray expenses. I think over the page we have a note 
that we are talking five per cent of the equity of the company. He told us 
that Damaza would receive a percentage of the tinance he raised and a 
percentage of the equity in the corporation, that is in Wyda, and then five 
per cent of tne equity in the corporation. 


Mr. Bell: Was it your understanding as of that date, and this is pre 
Liberal government. 


Ms. Eberts: That is right. 
Mr. Kell: June 26? 


Ms. Eberts: I do not think Ms. Caplan was in the cabinet at that 
stage. 


Mr. Bell: I am informed that June 26, was the date the Liberal 
Cabinet was sworn in. Technically, this is still opposition time. Was it your 
understanding from Mr. Caplan's explanation that if the source of funding came 
from the provincial government or one of its crown corporations that he would 
receive remuneration on tne basis of that specified at the bottom of page l, 
tne top ot page 2? 


Ms. Eberts: That was my understanding at the time. We did not look 
at any contractual documents or any instruments that set out in detail the 
relationship between Wyda and Damaza. He talked about approaching private 
sources ot funding, the federal government and Untario sources. He talked 
about approacning IDEA and ODC. Then he talked about the nature of his 
remuneration. My inference from wnat he said was that the arrangement at that 
time was if he got Ontario money he would take a share of that money and an 
equity in trust in the company. 
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Mr. Bell: On page 2, a third of the way down, do I read that 
‘correctly? “Provincial one third to two thirds? 


Ms. Eberts: Yes. 





Mr. Bell: Then you track down $4 million. What does that mean? 


Ms. Eberts: I am sorry, I do not know what that means. I cannot 
recall. 


mr. Bell: Immediately below that he identifies the sources, gives 
the presentation, and he approaches and normally negotiates with the sources? 


Ms. Eberts: Yes. 


Mr. Kell: Under that you have written, "Financial consultanting." 
boes that represent his explanation of his financial consulting services that 
he was then providing or intended to provide to Wyda?"’ . 


bcd oa 


Ms. Eberts: That is my understanding of what he said. 


Mr. Bell: Do I take it that everything down to the line ending, - 
April 30, 1985 represents your notes of that whicn Mr. Caplan told you and Mr. 
Wright? 


Ms. Eperts: Yes. 


Mr. Bell: What does everything below that line refer to? 


9:10 p.m. 


Ms. Eberts: I think that those notes are my notes about the 
discussions that started to take place then. Mr. Wright and I coming back to 
Mr. Caplan, saying: "Look, here is our preliminary sense of this arrangement." 
Arrangement with the present client wyda. "Receiving equity might be 
sensitive.’ Tnat sounds like something that we told him. We told him that 
Elinor Caplan would have to get right out of the company, that is right out of 
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Sener aeons Oblong shape, withdraw his only option. We 
told nim in that meeting as 1 recall, that the arrangement wnereby he would go 
to Ontario sources and take an interest in the company and take a percentage 
of the money was not acceptable. He could not do that. He would have to get 
Out ot that arrangement. We did not tell him he would have to get out of that 
arrangement vis-a-vis sources of funds from the federal government or private 
sources. The withdrawal here was from the Ontario side of things. 


Wwe also told nim in that meeting that his proposal to be the front man, 


to go and deal with companies was not a good one as far as Ontario money was 
concerned. He should not go and make the proposal and do the negotiations. He 
could not be on the front line. 


The other part of this note at the bottom where it says, ''Prepare to do 
whatever is necessary, Elinor to sell.'' That is my recollection of his 
feedback to us. He was saying, "I will do whatever is necessary to be 
straight." : 


Mr. Bell: What does that mean? 


Ms. Eberts: Whatever is proper, whatever is necessary to comply with 
the guidelines, he would do it. Certainly the information was there that Ms. 
Caplan would get out of her interests. 


Mc. Bell: Was it your view, whether or not expressed to Mr. Caplan 
at that date, that the arrangement that he described to you would not be in 
compliance witn tne guidelines? 


Ms. Eberts: Yes. 
Mr. Bell: Did you make that known to him then? 
Ms. Eberts: I believe I did. 


Mr. Bell: Did he as far as you concern appear to understand that 
advice? 


Ms. Eberts: I believe he did understand it. 


Mr. Bell: Can you flip to tab 10a. Can you confirm that is a copy of 
your letter to Ms. Caplan, July 8, 1985? 


Ms. Eberts: That is my copy, yes. 
Mr. Bell: What was your purpose in writing that letter to her? 


ms. Eberts: I had at that time had a discussion with her and a 
discussion with Mr. Caplan and Mr. Wright. I had also reviewed this form that 
sne nad tilled out as part of the exercise, that I had asked her to fill out. 
I was sending her tnis letter to tell her what they should do in order to be 
correct, in order to be on side as it were. Most of these matters we had 
already discussed. This letter was a confirmation and a follow up, a check 


list if they wanted to use it as such. 
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Mr. Bell: Can we clear something up in the first small paragraph. 


wat you refer to what in a completed sense are tne two documents specifically 
tab 2 and tab 9 of tnis part that you previously referred the committee to? 





Ms. Eberts: Yes. 


Mr. Bell: Tne only difference is that it was completed by her and 
returned by you to her. 


Ms. Everts: Yes. 
® 
Mr. Bell: Can we agree as for the next paragraph that right down to 
the sentence that end, "Would not offend them."' is not relevant for the 
purposes of tne issue that this ccmmittee is considering? 


Ms. Eberts: I believe so. 


Mr. Bell: You are talking about the guidelines apply to minor 
cnildren theretore children who have reached the age of majority are not 
covered by the guidelines. 


Ms. Eperts: Right. 


mr. Bell: Next. Tne next sentence. Are you referring to the advice 
that you gave to Mr. Caplan during your meeting that you have previously 
described to us? 


Ms. Eberts: I am referring to tne advice that Mr. Caplan should not 
be the front person, make the front line contact with agencies of the Ontario 
government. 


Mr. Bell: You use the phrase on the fourth line of this sentence 
that- ; 
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«ammme ‘contact would present difficulties.'' What do you mean py. ''present 
ditticulties''? ; 


> 


Ms. Eberts: The phrase is a general one. If I can cast my mind back 
a year, I would not say that it would necessarily offend the guidelines, but 
part of what I regarded as my role was to give them a little counsel about 
what might be smart and what might not be smart. I was saying that it would 
not be smart tor the spouse of a cabinet minister to go as the front-line 
representative locking tor Ontario government money? 


Mr. Bell: Even if he were not to take an equity in the client's 
benefit or sought-to-be benefit. 


Ms. Eberts: That is right. That had been discussed_with Mr._??Paton, 
as I told you, at the meeting. : i 


Mr. Bell: Is the phrase "present difficulties,’ in the context of 
tnat sentence, equal to not comply with the guidelines? 


Ms. Eberts: I think I intended my remarks at that stage to be 
broader than the simple issue of whetner they would comply with the guidelines 
or not. 


Mr. Bell: But you were clearly saying whatever that means, your 
advice is not to do it? 


Ms. Eberts: That is rignt. 

Mr. Bell: And ne understood tnat advice at the meeting. 

Ms. Eberts: I believe so. 

Mr. Bell: Was the phrase you used, "not to be the front man'’? 

Ms. Eberts: Yes. 

Mr. Bell: All right. 

Ms. Eberts: Front-man, contact person or whatever. 

Mc. Bell: And you said, "Do not do that," but do what? 

Ms. Eberts: Be in the back room. 

mc. Bell: All right. Can we examine what you meant by the scope of 
tnat advice. Does ''pe in the back room,'’ as far as you are concerned include 
any discusssions with the agency of the Ontario government, from whom the 
client was seeking capital? 

Ms. Eberts: Tne way I would look at it, on the basis of what he told 
us, would be nis usual role in a situation like that, that is, he would 


develop the proposal. As I understand what business consultants do, they take 
a proposal; they make a presentation; they have Charts; they nave this, that 
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and tne other thing. They are actually the first line of contact for the 
client with tne agency. I told him tnat it would not be suitable for him to do 


tnat. 


There are various other things that a person can do, such as preparing — 
tinancial statements; being a quarter-back; "Uh well, wny do you not go here?” 
or ''Tne source of funds is over there.'’ That would not be so visible. That was 
what I was suggesting, that ne not take a visible role. 


Mr. Bell: Did what you were suggesting contemplate any form of 
direct contact with the government agency from wnom capital was being sought? 


Ms. Eberts: Not in a front-line role. As these relationships evolve, 
sometimes the company will, even if a proposal nad been made by somebody else 
‘and the work was all being done by someone else. It might be that in the 
course of a long-term relationship somebody would have to go directly to him 
on one or two occasions to get specific information which only he-_could 
provide. If ne were just doing that sort of limited responsive role, I saw a 
ditference between doing that and taking a front-line contact role. 


, 


Mc. Bell: How about prior to the approval of capital? 
Ms. Eperts: I am sorry. 


Mr. Bell: How about an attendance by Mr. Caplan with representatives 
of his client at a meeting with the governmental agency wherein discussions 
and negotiations as tor the financing occurred? Is that within the scope of 
your advice? 


Ms, Eberts: You are talking about events which post-date my 
involvement with tnis situation. 


Mr. Bell: 1 am just trying to understand what the scope of your 
thou shalt not" was. 


9:20 p.m. 


Ms. Eberts: The best way of answering that is to go back to a note 
Chat 1 made of a conversation. He identified the sources he told me and... 
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Hesneertetressire"serreeeyane senda he does the presentation, he 
approaches and normally negotiates with the sources. This is a very public 
Itront-line, extensive role. It is that, I was telling him not to do. 


Mc. Kell: Tne next sentence in this tab--tne ??eightn letter--the 
advice that Mr. Caplan is recorded as giving you that he will sever the 
relationship between Damaza and its present client, Wyda, what did you 
understand severing the relationship to mean? 


Ms. Eperts: We had discussed up to that point the relationship 
wnereby ne would take a percentage of funds raised and also an equity in the 
corporation, and he said that he would not do tnat. That was the relationship 
we discussed, and that was the one, as I understood it, he told me would sever. 


Mr. Bell: On the second page, the last paragraph, is an invitation 
to Mrs. Caplan, that if you could be any assistance--in this context 
presumably that you have set forth in the letter--do not hesitate-to call. Did 
she call subsequently? 


Ms. Eberts: No. 
Mr. Bell: Did Mr. Caplan call subsequently? 
Ms. Eberts: No. 


Mr. Bell: Did you have any direct commmications, other than this 
August 6 letter we are going to look at shortly, with either of the Caplans 
after tnis date? 


Ms. Eberts: No. 


Mr. Bell: Can we turn then, so tnis letter will be in in its proper 
context, to tab 15, peing the August 6 letter. 


ms. Eberts: Yes, I have it. 


Mr. Bell: Did you receive this letter, Ms. Eberts, on or about its 
date? 


Ms. Eberts: I did. It was in my in-basket one day when I went into 
my office. 


mr. Bell: Did you review it at that time? 
Ms. Eperts: I did. I looked at it. 


Mr. Bell: Did you take any steps as a result of receiving this 
letter and reviewing it? 


Ms. Eberts: No. By that time, except for finishing up the changes to 
the guidelines and relating witn Wright in that respect, I was basically out 
of that contlict-of-interest review process I had done as part of that 
transition team. Mr. Peterson had formed the government, and my understanding 
was that conflict-of-interst matters would now be dealt with in the regular 
way through Mr. Wright's office. I took this letter and its appearance in my 
otfice as a courtesy from the Caplans to me just telling me where things stood. 
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mr. Bell: Does the first sentence of that letter fairly set forth 
tne advice that you gave nim as for peing involved in contacting or 
negotiating with any Untario ministry or agency? 


Ms. Eperts: I think it relates back to the information that he gave 
us at tnat meeting about wnat he saw his role to be, namely , mak ing the 
contact with the agencies, making the proposal and doing the negotiations. 


mr. Bell: Did you form any conclusions about what the next sentence 
meant, when Damaza attempted to witndraw from its engagement with Wyda Systems? 


Ms. Eberts: I saw the phrase that Damaza would continue with Wyda on 
an internal pasis only, with no contact whatsoever with any Ontario government 
body, as again following along the lines with what we had told them, that 
their sort of back-room role or a quarter-back role would be acceptable. There 
would not be visipility tnere, and seemed reasonably consistent with that. 


Mr. Bell: Did you conclude that his description of what he had 
attempted to withdraw from to be any wider tnan that which he had indicated to 
you or you had advised him at the June 24 meeting that he should sever? 


Ms. Eperts: I am sorry, I did not quite catch that. 


Ms. Bell: Did you take the tirst part of this sentence to mean 
anything more than that which you had discussed at your June 24 meeting as for 
severing a relationship? 


Ms. Eberts: Wnat we had discussed was severing the one that he had 
descriped. 


Mr. Bell: Yes. 


Ms. Eberts: That seems to be reflected in the first paragraph here 
because he says that, “the fee arrangement has been ??changed to a fixed fee 
tor service with no contingency fee or equity in the company." He also talks 
about @@e 
P-2125-1\follows 










. . DCS re Ceeanewe dropping a front-line 


tole. It seems to be reasonaply consistent with what we told him. 


Mr. Bell: Can we talk about the guidelines with tne amendments? Can 
you, with whatever is available to you, get pages 1, 2 and 3 of the 
guidelines, as amended? We are going to have to a little juggling from that 
version, tab C. Do you have them? 


Ms. Eberts: I do. 


: Mr. Bell: We nave already talked about the last paragraph on the 

first page, but just the phrase, ‘no private company in which a minister-or 
nis or her family nave an interest." In your opinion, what is the scope of the 
word "interest," in that paragraph and in these guidelines? 


Ms. Eberts: It cues in with the phrase "blind trust," or with the 
idea of setting up a blind trust. It is the sort of interest that-you could 
put in a blind trust. There are various of them. You could go straight 
Ownership interest, where you nave 100 per cent of the shares, or there might 
be some kind of interest like an interest in a campany or in shares that you 
have or expect to have by way of inheritance, something like that. The phrase 
is a general one and, again, I do not have a lexicon of every possible thing 
that is in tnere. Wnat I would tend to do is assess eacn individual 
circumstance py saying, "Is this the sort of ownerhip, near ownership or 
related interest tnat comes within the guidelines?" 


Mr. Bell: I think you have already told us through your evidence as 
for the advice you gave to Mr. Caplan that a contingent interest is covered by 
tnis paragrapn-- 


Ms. Eperts: I considered that it was. 


Mr. bell: --and that a contingent equity interest is covered by this 
paragraph. 


Ms. Eberts: Yes. It is an interest in expectation, something that 
would give the person a real interest in the nontechnical sense in how the 
transaction turned out or in the results of the relationships. I would put it 
that way. It is a functional definition. 


Mr. Bell: In terms of the anticipated result, when does that 
interest have to arise before it is caught by this paragraph in these 
guidelins? 


Ms. Eperts: Wnen, in terms of what? 


Mr. Bell: Tne result. 


Ms. Eberts: You are giving the information or the advice to the 
minister, which ot the minister's family as of January or February, whenever. 
You have to Look at the situation as it is tnen and see if as of that time the 
situation is such that tne person's interest should be put in a blind trust. 


mr. Bell: If it cannot go in a blind trust, if it is not the subject 
matter ot a blind trust, then it is not covered by the guidelines. You see 
wnat nappens between the Davis guidelines and your guidelines, the blind trust 
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provisions were not in there. 
Ms. Eberts: That is rignt. 


Mr. Bell: Is it possible, or do-you know, tnat interest was given a 
wider interpretation under the Davis guidelines than they now may have had in 
tne context of tne blind trust? 


Ms. Eberts: No. I am looking at this situation trom the point of 
view of somepody giving advice, primarly prospectively. That has been my 
perspective on it. You can also look at it from tne point of view of a 
minister or somebody in the minister's family saying, ‘Should I get involved 
in tnis transaction?" He says: ‘'Wnat is going to be the outcome of it? Should 


I get involved in it, or should I put my interest in a blind trust?" I think 
it can operate prospectively. 


Mr. Bell: Does "interest" in this paragraph and in these guidelines 
include a proprietary interest? 


Ms. Eberts: It could. 






Bell: Can all proprietary interest be placed in a blind trust? 
tollows 





Ca 
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Ms. Eberts: Now you are asking me a wonderful question of law. I 


probably would have to send three or four students out to do the technical 
researcn on it. 


~ “o so 


Mr. bell: All right. I will not expect a quick answer to difficult 
question. 


Ms. Eberts: It is a difficult question. 


Mr. Bell: You see my point. 

Ms. Eberts: If you have a sole proprietorship, if you rum your 
business as a sole proprietorsnip, for example, and your sole proprietorship 
is considering entering into a contract with the Ontario government, I would 
think that would be ??caught by this. 


mr. Beli: Will you turn over to the second page, the exclusion 


formula that you have included? That is the first paragraph on the second 
page. Can you explain to the committee what the nature and scope of that 
exception is, please? 


Mr. Eberts: One of the difficulties that had been drawn to my 
attention witn respect to the Davis guidelines is that the absolute 
prohipition against contracts with the government caught a pumber of 
benovelent contracts. Une of tne examples I have nere is the contract of 
insurance tnat people have with the Ontario health insurance plan. Technically 
speaking, a minister or his family, under the Davis guidelines, probably 
snould not nave nad dealings, or a contract, or a relationship with OHIP. It 


seems sort ot ridiculous in the circumstances. 


There. are also things like crop insurance or subsidy payments for 


damaged crops that are available primarily through the government. They are 
available on a general basis and it seems overly technical to prohibit a 
minister trom having it. That is why this exception is in here. It is to 
relieve against the harsh effects and the effects which lack common sense of a 
flat prohibition of all contract with the government. 


Mr. Bell: Are grants or loans which may be available from the 
Untario Development Corp. caught by the exception? 


Ms. Eberts: I have not studied that question in detail. 


Mr. Bell: Have you reviewed a copy of an opinion that Mr. Wright 
gave to Mr. Caplan on March 5, 1986 in respect of two circumstances wherein 
mr. Caplan sought advice as to the guidelines? 


Ms. Epberts: No, I have not. 


Mr. Bell: Are you aware of Mr. Wright's poe renee e of this 
clause? 
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Ms. Eberts: At the printed suggestion of Mr. Arnott, I have read the 
proceedings of this committee over the past two or three sections where Mr. 
wright gave evidence, and I nave read his interpretation of that section. 


Mr. Bell: Do you share tnat interpretation? 


Ms. Eberts: My view is tnat tne exception is narrower than Mr. 
wrignt thinks it. 


Mr. Bell: How much? 


Ms. Eberts: Tne exception was intended to relieve against the worst 
efttects of tne straightforward rule. My own view--and this is an idiosyncratic 
view. I do not speak for the government--when I was contemplating that, I 
tnougn it was an exception that mignt be looked at on a case-by-case basis and 
then incrementally only. It was not a flat-out, across-the-board exception for 
every Kind of dealing with the government. That would make a nonsense of the 
requirement to have blind trusts. You should just look at the kind of 
mischief, if you will, tnat was aimed at py this exception and see if it 
applies. 


Mr. Bell: Will you look at the last paragraph of the guidelines on 
page 3 and tell us wnat, in your view, the heck they mean? 


Ms. Eberts: Tnis little paragraph is innerited from the Davis 
guidelines and you perhaps have the wrong Tory partner sitting in front of you 
to answer that question. My view of this last paragraph is that it is a 
warning telling people: "You nave had the law. Not everything that you are 
going to come up against is covered by the law, either in the form of 
guidelines or the Legislative Assembly Act. You nave to be careful and you 
nave to use your common sense-- 
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you have to ask somebody if you run into a situation that seems as if 
something could be awry." 


It is just a goodbye and good luck kind of thing. It is no more than 
that. It is hortatory or precatory, as I used to say when I was a trusts 
teacher. It does not have fixed legalistic meaning. That is my view of it 
anyway. 


Mr. Bell: As a former trust student, are you saying that there are 
circumstances out there not covered py the letter of these guidelines that 
may, On analysis and review, constitute a breach of the obligations and/or 
restrictions of the guidelines? 


Ms. Eberts: Let me give you an example of the kind of situation I 
believe might be covered by this. There might be a cabinet minister or a 
parliamentary assistant who employes as live-in nanny and who does not pay the 
live-in nanny the wage that is required by the Ontario Ministry of Labour ’ 
Standards in that regard. 


Mr. Wildman: Surely not. 


Ms. Eperts: Some of you may be aware of the source of this 
suggestion. My view is a situation like tnat is not covered by these 
guidelines. It is the sort of tning that anyone in a position of public trust 
snould worry apout and tney snould develop the method of thinking that trips 
otf warning signals about situationselike that. That is what that paragraph is 
intended to say. 


Mr. bell: Forgive me. I nave to come back yet because it is very 
important for this committee to understand, at least from your point of view. 
Are there circumstances outside of the letter of the guidelines, the printed 
words, that upon an appropriate analysis and/or a review, would constitute a 
breach of the guidelines? 


Ms. Eberts: Tne first thing that you have to look at is the language 
of the guidelines themselves and those phrases in there such as "beneficial 
interest,'' ''interest,'' and so on, are very broad. They are quite broad. My 
view is that you have to look to see whether a particular situation is within 
that language. If it is not within the language that is used in the 
guidelines, the specific paragraphs that are set out before the last one, I 
would say tnat you are clear as far as the guidelines are concerned. There is 
no offence against the guidelines. 


Mr. Bell: Will you agree with me the size of the net that these 
guidelines create is directly related to tne nature and extent of one s 
interpretation of tne: various key phrases like interest, contractual 
relationsnip and exceptions? 


Ms. Eberts: Yes. 


| 
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Mr. Bell: Do you agree with me that under Mr. Wright's 
interpretation, as you understand it and as it was given to this committee, 
that net is relatively small? 


Ms. Eperts: That is a fair assessment of his position. 


Mr. Bell: Can you confirm for tnis committee that the net created by 
your interpretation of those phrases and tnese guidelines is larger than Mr. 
wrignt's? 

Ms. Eberts: I may be a little more cautious in my approach to the 
guidelines tnan Mr. Wright would be. 


Mr. Bell: Is that tne same as creating a larger net? 
Ms. Eberts: I pelieve so. 


Mr. bell: Can you assist us, in comparative terms, how large your : 
net is compared to his? 


Ms. Eberts: There you begin to lose me. 


Me. Bell: At 9:35, I begin to lose myself, but I am trying to grasp 
an analogy we can all deal with. 


- 


Ms. Eperts: I have given you my sense of the difference between my 


read of the exception and his read of the exception. He reads it very broadly, 
covering almost anything. I say take each case as it comes up and see whether 
it really is something that is meant to be covered, that is, are you dealing 
with a situation where you should relieve against the harshness of the 
straignt application of the rule against no contracts? If you are, then the 
exception applies. If you are not, then the conduct is against the guidelines. 


9:40 p.m. 


Mr. Bell: Does your interpretation of the obligations and 
restrictions of these guidelines include a perception test? - 


Ms. Eberts: No. 
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Mr. Bell: Snould guidelines, in your opinion, include a perception 
test? 


Ms. Eberts: I believe there are a lot of problems with guidelines 
tnat include a perception test, because the first question you ask is, ''Whose 
perception?" It one person rises in the Legislature and says, ''There is a 
perception of wrongdoing here,’* is tnat enough to constitute an offence 
against the guidelines? If you talk about any sort of perception test at all, 
you have to have a neutral third party arbiter. It is the perception of that 
person which is given within accepted principle cannons of interpretation that 
counts as the perception tor purposes of the test. You cannot operate a 
perception test in a volatile, very political atmosphere because anybody's | 
perception can cause a problem. I do not think that is fair and I do not think 
that is the way a system of conflict-of-interest guidelines is intended to 
operate. You could only protit from a perception test where you have a neutral 
tnird party arbiter. 


Mr. Bell: I do not have any further questions at this time. 
Mc. Chairman: Tnree committee mempers have expressed an interest. 


Mr. Ward: You took me by surprise. My first question relates to the 
dating that you attached to your conversation with the Caplans on tab 10. You 
indicated in questioning by Mr. Bell tnat June 24 would be an approximate date 
ot that conversation. Yet, I gathered that the meeting and the contact with 
the Caplans came about as a result of your presentation to the caucus. Is that 
correct? 


Ms. Eberts: I think so. Yes. 


Mr. Ward: Have you any way to verify that date? I could be wrong in 
tnis, put my recollection is that is was at that rather uncertain time prior 
to the deteat in tne Legislature, although we knew it was imminent that you 
nad been brought before caucus and asked to assist all members of our caucus 
in a preliminary preparation in an attempt to red-flag potential problems. 

Will you be aple to reconfirm tnat date to us at a later time? 


Ms. Eperts: I do not think I would nave anything in my day book that 
would assist. I am going on the basis of Mr. Wright's date of this meeting. I 
read Mr. Wrignt's notes and I read my own. They seem to cover the same | 
territory. If that is tne date that ne attaches to it, then that seems to be 
tne only date that is in existence here. I am sorry I do not have anything 
else. As far as a normal docketting practices of a lawyer, it is a pretty 
unrecorded time. 
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Mr. Ward: The arrangement you had as part of the transition to you 
again--and it is an important point--my impression was one of a transitional 
adviser and py no means were you to be the final arbiter--you were only to 
assist us in preparing for the time that you did this and the Sealggaees sr 
ot government--when did your role cease in that regard? 


Ms. Eperts: The role ceased in quite a lot of tespects after the 
governnent was tormed. Tnere was some continuation because the formal process 
of inserting these changes into the guidelines had to continue. In effect, I 
continued to be the liaison between tne tnen Premier's office and Mr. Wright 
in this regard. Some of the correspondence which I had produced to this 
committee retlects tnat role, wnere I would take the suggested amendments to 
tne Premier's office, get clearance for- 
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sate sember them, and 
send them pack to Mr. Wright. I in tact drafted the language of the three 
versions of those guidelines and sent them to Mr. Wright, just because it 
seemed that it mignt speed up the process if I did so. At that level, I 
continued to be involved until the end of this correspondence. That was just 
the tail-end of it. 


Mr. Ward: In tab 3, with regards to the notes of your conversation 
with mr. Wright, on the second page, your second heading is that ministers 
complain to Mr. Wright ir there is a problem, that it is all confidential. Did 
you see that as being some sort ot safety mechanism for any member that might 
have any concern tnat he could be encountering problems, and were you 
satisfied that was an appropriate recourse for an individual member, to 
contact the assistant deputy minister directly, and to vent those_concerns 
with him on the basis that he had been giving advice to the cabinet minister, 
I guess, tor 14 years in this regard? Were you comfortable with that 
arrangement? 


Ms. Eperts: My understanding was that he had done this, 
nistorically, and that ne was the repository in the ??whole of the Ontario 
government or all the lore as it related to those guidelines. Indeed, I got 
such information as I had about the administration of the guidelines from him. 
He seemed to be the one tnat was designated by the civil service and had been 
designated py the previous administration, as the man to do this process. 


I felt confident that as soon as the government was the government, I 
could nand off my ad hoc responsibilities to the regular channel of Mr. 
Wrignt, and in tact, tne reason that I tried to involve some people in 
discussions with Mr. Wright, is that I really regarded the advice that they 
snould be getting as advice from Mr. Wright. I had no official status in the 
government structure. He was the one, really, that did. 


Mr. Ward: So it would not be unreasonable to expect or assume that 
any memper--whether the cabinet minister, the parliamentary assistant, or even 
private member--if he thought he had potential for difficulty, he could seek 
me. Wright's advice, and that, given his experience, that would be the best 
way to ??avoid problems, and tnat advice would, in fact, eliminate-- 


Ms. Eberts: That was my clear understanding. There is always an 
option ot people going into their own private legal advisers for advice on 
these matters, but the disadvantage there is that the private legal advisor 
does not have the history, or the unwritten history, of the interpretation of 
the guidelines. Mr. Wrignt, I think, would be the main and most authoritative 


source as to how tney had been interpreted. 


mre. Ward: Just one final question before I yield, and that refers to 
your meeting with the Caplans under ??tab 10. At the bottom you speak of the 
arrangements witn wyda. In your notes, it says, "a small monthly amount to 
defray expenses Damaza will receive a percentage of financing raised and 
percentage of equity incorporation," as a result of, I guess, producing in 
temns of tnose efforts. 
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Your understanding, then, of the monthly retainer fee was that it was to 


defray expenses, tnat it was not the total compensation package in any way? 


Ms. Eberts: The way it was described is that it was-- At the corner 
of the page it talks about "if we are not successful ??they have only their 
fees,'' and that is again the reference to that. My impression was that the 
renumeration for peing successful was substantially richer than the 
run-of-tne-mill retainer. 


Mr. Ward: By way of a percentage of the money raised or equity in 
the corporation. 


Ms. Eberts: That is right. 
Mr. Pope: Thank you, Mr 
9:50. PM. 
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ane pat m1. 
Mr. Pope: You were retained by Mr. Peterson? 
Ms. Eperts: Yes. _ 
Mr. Pope: When was the date of your retainer? 
Ms. Eperts: I do not have the exact date. 
Mr. Pope: Was it before the May 2 election? 
Ms. Eperts: No, it was not; it was after. 
Mr. Pope: Were you paid for your work? 
Ms. Eberts: No, I was not. a 
Mr. Pope: So in what sense were you retained? 


Ms. Eberts: I was retained to look at the substance of a 
lawyer-client relationship. The nature of the work that I was doing for him 
and for the people to wnom he made me available was that I was giving legal 
advice. I regarded the relationship as a contidential one, and they regarded 
it as a confidential one. It was an explicit part of the understanding that I 
had witn everyone I saw that I would treat their confidences as confidences, 
and that I would give legal advice to them to the best of my ability. There 
was the substance of the solicitor-client relationship there, and lawyers do 


from time to time act on a pro bono basis and it does not interfere with the 
essence or tne substance of their opligation to the people for whom they act. 


‘ Mr. Pope: Was that put in writing? 
Ms. Eberts: It was not put in writing. 
Mr. Pope: Was it put in writing from Mr. Peterson to yourself? 
Ms. Eberts: No. It was not necessary to do so. 


Mc. Pope: No one that you consulted with from the caucus of the 
Liberal Party or in the cabinet-to-be ever indicated he wanted that protection 


in writing? 


Ms. Eperts: I gave it to them orally, and I think everyone clearly 
understood that was the nature of the relationship. 


mr. Pope: You were part of Mr. Peterson's transition team? 


Ms. Eperts: Yes. 


Mr. Pope: You were involved in this matter as part of the transition 
team? 


Ms. Eperts: I was a member of the transition team. Very early in the 
work of the transition team it became apparent that there was a specialized 
task here, and that was relating to conflict of interest. 
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I nad some general policy-type discussions with the transition team in 
order to get some nelp with the direction of tne guidelines, and I have told 
you about this, and I disclosed the documents that relate to them, 


There was another very large portion of the work that I did during that 
transition period that nobody in the transition team ever heard about, and 
those were the relations I had with the individuals involved. I regarded 
tnose, and still regard tnem, as relations that I had with those individuals 
in my capacity as a solicitor. 


Mr. Pope: You distributed documents to members of the Liberal caucus 
and to the cabinet ministers to-be? 


Ms. Eperts: Yes, I did. 


Mr. Pope: Why was tnere not included in those documents an ~ 
explanation of your solicitor-client relationship with the members of the 
caucus? You nad all sorts of other details. Why not that? 


Ms. Eperts: Tnere was in that one document that has been provided to 
you the statement that the information provided would be kept confidential 
from all put the Premier and nis confidential advisers, and I have described 
to you the nature of tnat relationship, in that if they asked me if there were 
any reason why someone could not be in a particular ministry, I could say yes 
and that would be tne end of it. It is rather like a house physician who does 
a physical examination of someone and does not provide the employer all the 
details of tne medical background, but says whether the person is fit or not 
fit medically for the joo. 


Mr. Pope: Was it a solicitor-client relationship with the individual 


secs hs caucus that led you to report to the Premiet on their fitness for 
cabinet? 


Ms. Eberts: I think everyone understood when I talked to them what v 
would do. 


Mr. Pope: Are you not reconstructing a solicitor-client privilege in 
order to protect yourself from disclosure of information to this committee? 


. oe Eberts: No, I am not reconstructing it. It was clear from the 
outset. 


Mr. Pope: It is not clear in any documents. 


_ fis. Eberts: I would not have elicited from people information about 
their contidential affairs unless I was willing, in my own capacity as a 
barrister, to give them tnat assurance. Quite apart from the transition 
exercise or anything else, I am a barrister, and that is my obligation. 


: Mr. Pope: You are a member of the transition team, you are advising 
Ene Premier of this province on cabinet appointments, you are giving him 
information as a member of the transition team.... 
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OT Se ar ee ERE EEL you have had all sorts of 
documents delivered to members of the Liberal caucus--none of which refers to 
any solicitor-client relationship--and you now appear pefore this committee 
and say it is a solicitor-client relationship. Wnat other evidence of a 
solicitor-client relationsnip is there other than you own word at this time? 


Ms. Eberts: I consider that my own word is enough. 


Mr. Pope: And there is no other information before this committee 
whatsoever other than your word today that there was a solicitor-client 
relationsip? 


Ms. Eberts: I have provided to you the documents that are within the 
terms ot reference of this committee. I have told you of my dealings with 
members of caucus. 


Mr. Pope: Did you ever give legal advice in writing, as a solicitor, 
for the members of caucus? 


Ms. Eperts: You have a copy of the letter that I sent to Ms. Caplan. 
Mr. Pope: Are there other letters? 


Ms. Eberts: Because of solicitor-client privilege, I am not going to 
answer that question. 


Mr. Pope: Not even whether or not there were other letters? 
Ms. Eberts: No. 


Mr. Pope: I am going to move a motion that question be answered at 
tne end of questioning of this witness. 


Are there any documents that you have in your possession with respect to 
the Caplans or the conflict-of-interest guidelines that you object to 
producing? 7 


Ms. Eberts: I have received from the Caplans a waiver of the 
solicitor-client privilege that obtained between themselves and myself, and 1 
have therefore made to this committee full disclosure of my dealings with them. 


Mr. Pope: Are there any other documents in your possession with 
respect to the Caplans or with respect to conflict of interest guidelines that 
you object to producing on the grounds of solicitor-client privilege? 


Ms. Eberts: You have before you everything that is relevant to the 
subject matter of this inquiry. 


Mr. Pope: We nave had tnis argument about relevance before witn 
otner witnesses, so it is not unique to yourself, believe me. Other than your 
assessment ot relevance, setting tnat aside for a minute, is there any 
documentation that you have in your possession with respect to the Caplans or 
tne contlict-of-interest guidelines tnat you object to producing on the basis 
ot a solicitor-client relationsnip? 
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Ms. Eperts: Apart from the question of relevance, there is nothing 
that nas caused me to withhold anything from this committee. 


Mr. Pope: So you have witnheld documents on the basis of your 
decision on relevance? : 


Ms. Eberts: Tnere is one document. My solicitor has had discussions 
with committee counsel about that undertaking, and my understanding is that 
committee counsel nas taken under advisement the question of whether he will 
require it to be produced. 


mr. Pope: Are there any other documents that you object to produce? 
Ms. Eberts: No. 


vir. Pope: Are there any documents that you have ever nad in your © 
possession that you no longer have in your possesion with respect to this 
matter? = 


Ms. Eberts: The letter that I nave produced to Ms. Caplan shows that 
I returned to her a form that sne filled out for me, and I am not producing 
tnat. : 


Mr. Pope: Are you objecting to producing that? 

Ms. Eperts: I do not have it. 

Mr. Pope: Did you return all of the forms to all members of caucus? 
Ms. Eberts: I do not have anything in my possession. 

Mr. Pope: What happened to all the forms? 

Ms. Eperts: I am not going to answer that. 


Mc. Pope: You were responsible tor a review of the 
conflict-of-interest guidelines for Mr. Peterson? 


Ms. Eberts: Yes, I was, in the context of ??currentivity of that 
transition period. 


Mc. Pope: Was access to Mr. Wright ever denied to you by the 
previous government, by the then Attorney General? 


Ms. Eperts: I do not think it would be correct to say that access to 
Mr. Wright had been denied to me. My sense was that I had to feel my way along 
with Mr. Wrignt. I made an arrangement to go and see him and talk to him about 
the guidelines, and that discussion is reflected in the notes that I have 
produced to you. I pelieve I nad some telephone coversations with him. 


He was fairly cautious in his dealings witn me because I had to 
establish a sense of his knowing who I was and my knowing who he was, and he 
did not warm up to me right away. Let us put it that way. There was never any 
explicit refusal py the then Attorney General to talk to me, but it took us a 
while to get on an easy footing. 
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Mr. Pope: Did you ever make any request to the then Attorney General 


that Mr. Wrignt be made available to you or to Mr. Peterson in the transition 
period? 


Ms. Eberts: I talked to Mr. Wright. There was no formal request. 


— 


LQ p.m. 

Mr. Pope: Otner than talking to Mr. Wright, did you, Mr. Peterson or 
anyone in the transition team ask the then Attorney General to make Mr. Wright 
availaple to you, to deal with... 
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wom conflict-of-interest matters with respect to 
prospective cabinet ministers? 


Ms. Eberts: To my recollection--and I am not totally in the picture 
about this aspect of the transition exercise--there was a period during which 
it seemed unlikely that deputy ministers would be made available to tne 
Peterson group, and I recall that there were some negotiations and then some 
period ot delay, and ultimately there was arranged a series of consultations 
with deputy ministers and witn one or two people from the transition team. I 
was not involved in those consultations, and I do not know what went on in 
them. I do know there was an initial period of some chill and some uncertainty 
as to tne extent to which people in the upper reaches of the civil service 
would be made available to the Peterson group. 

P. SO you are not aware whether a request was made to the then Attorney 
General with respect to Mr. Wright's services or advice? I am asking you as 
the then Attorney General. 


Ms. Eberts: I am not aware. 


Mr. Pope: I was the Attorney General at the time, and I am asking 
you if you are aware of any request. 


Ms. Eberts: You may be in a better position to answer that question 
than l. 


Mr. Pope: So you do not know? 


Ms. Eperts: I can tell you about my own conduct. I made no such 
request. I know ultimately it was arranged that I could go and see Mr. Wright. 
What led to that being done, I cannot tell you. 


Mr. Pope: Can you give us more specific dates with respect to your 
meetings with Mr. and Ms. Caplan and Mr. Wright? You have indicated June 24, 
1985, as one specific date you attach to your notes, tab 10. June 24 is your 


recollection based on a comparison with Mr. Wright's notes. Can you give us 
any otner dates? 


Ms. Eberts: There was only one other meeting that went on with Ms. 
Caplan, and it was pefore the meeting between myself and Mr. Wright and Mr. 
Caplan. I cannot tell you how many days before, and I cannot tell you the 
precise date of that meeting because I have nothing that would give it to m. 
I did not docket my time or keep an appointment book during that period. 


Mr. Pope: let me put it to you this way. On June 24, 1985, you had a 
meeting witn Mr. wright and Mr. Caplan. Was Ms. Caplan present? 


Ms. Kberts: No, she was not. 
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-- - Mr. Pope: At that time the government had been defeated and the 
present Premier had been asked by tne Lieutenant Governor to form the 
government, so this was not a period wnen there was any doubt. He had been 
asked to form the government and was in the process of forming the government 
after defeat of the previous government. : 

Ms. Eperts: Are you asking me or telling me? 

Mr. Pope: So was there any doubt in your mind on June 24 that Mr. 
Peterson was going to be the Premier, that the cabinet was going to be sworn 
in two days later, and that Ms. Caplan was to be part of the cabinet? 


Ms. Eberts: Not that I recall all of the specific details you 
mention, no, put that sounds like about tne rignt time period. 


Mr. Pope: Was your initial dicussion with Ms. Caplan after the 
defeat of the previous government? 


Ms. Eberts: I cannot recall. It was before the meeting with Mr. 
Wright. 


Mr. Pope: bo you know when the defeat of the previous government was? 
Ms. Eberts: I cannot recall. I am sorry. 

Mr. Pope: You cannot recall the $4-million reference? 

Ms. Eberts: No, I am sorry. 


Mr. Pope: You were able to recall in some detail an explanation of 
tne circled remark at the bottom of page 2. 


Ms. Eberts: Yes. 


Mr. Pope: Is the recall of that information, as opposed to the $4 
million based on any specific documents? 


Ms. Eberts: No. 
Mr. Pope: It is your recollection of your discussion? 
Ms. Eberts: It is my recollection of this discussion. 
Mr. Pope: Can you tell me why you are able to recollect a very 
Seg peace explanation of a circled remark, but you cannot recollect the $4 


Ms. Eberts: Tne $4 million... 
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gee is part of an explanation that Mr. Caplan 
gave me about his business dealings. From the explanation, I extracted what I 
considered the material tacts. It was neither here nor there to me that we 
were talking $4 million. 


Tne proplem presented itself whether their were references to dollars or 
not. Ine proplem was that ne was going to be making a presentation to the 
Ontario government and that he was getting equity in this company and a share 
of tne proceeds. 


I suppose part ot my training is to isolate facts that appear material 
to a situation. Tne $4 million dollars did not appear material then and does 
not now. I do not recall the context in which it arose. 


Mr. Pope: Can you explain to me how the explanation of a circled 
comment at the pottom of page 2 of item 10 that you just gave can, in any way, 


relate to your advice to sever a relationship--not alter the relationship, 
sever it? 


Ms. Eberts: Look the notes for a minute. We were discussing a 
particular relationship between Wyda and Damaza Consultants, which is Mr. 
Caplan’s company. The relationship was as described by Mr. Caplan to me and 
recorded in those notes. The circled comment says, ‘withdrawal from that 
relationship is his only option." He had to get out of that relationship. 
Withdrawing trom that relationship is severing it. I do not see that there is 
a discrepancy or a problem if you look at it in the context of the 
relationship as he described it to me then. 


Mr. Pope: So, severing becomes altering. 


Ms. Epberts: I did not say it becomes altering. I said that 


withdrawal and severing are quite similar. That is what we told him to do. He 
could not be in the relationship that he had described. 


Mr. Pope: Have you ever acted for or been retained, or has your fim 
ever acted for or been retained, by any of the companies involved in the 
declarations that the Caplans filed with this cabinet? 


Ms. Ebert: Not that I can establish. I know I have never acted for 
any of tnem. My involvement with the Caplans has been in this context only and 


in the context of the transition phase. As far as my firm is concerned, I do 
not think it has ever been involved with Mr. Caplan's companies. 


Mr. Pope: Have you ever personally acted for the Caplans? 


Ms. Ebert: No, I have not, except for this. 


Mr. Pope: How much of a backroom player do you have to be to meet 
your approval. : 


= 
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Ms. Ebert: I am sorry? 


- Pope: You used those terms yourself in reply to counsel that you 
nad Sho De in the packrooms. How mucn of a backroom player do ihe have to be to 
pe accepted tnere? These are your own words. 


Ms. Ebert: Alright. The thing that I told him not to do, was to be 
an obvious frontroonm player. We did not sit down and do the degrees of 
withdrawal trom the trontroom, or the front line, in an exquisite amount of 
detail. I told nim he could not be on the front line. 


Mr. Pope: Would you qualify it as front line if documents produced 
by tne IDEA Corporation--I will refer specifically to document 2; the product 
dateline and business plan of July 4, 1985, received August 12, 1985 on Wyda 
systems Inc., which shows that Mr. Caplan is vice president of finance and 
administration. Do you think that is up front? 


Ms. Ebert: You have not snown me the document. > 
Mr. Cnairman: You have one minute. 


10:10 p.m. 


Mc. Pope: If you examine all of the documents in that presentation 
that has been made to the mempers of this committee, you will see, throughout 
most otf the tabs of documentation submitted by Wyda to the IDEA Corporations 
through the summer and tall of 1985. + 
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prominent reference to Mr. Caplan. Do you think that he ignored your advice? 


Ms. Ebert: I am looking at the page that you have put before me. I 
have no description whatsoever of what the role of vice president of finance 
and administration would be, and I have only your word for it that his name 
appears prominently in a set of documents that I have not had a chance to 
review. 1 do not think tnat on the basis of what I have before me I can answer 
your question. 


Mr. Pope: My time is up. I will come back to this. 


Mc. Wildman: I nave found this.rather interesting as a non-lawyer. I 
am going to ask some questions tnat I nope do not illicit questions on matters 
of law. 


First, I would like to look specifically at the letter dated July 8, 
1985, Tap 10(a), in relation to the letter dated August 6, 1985, from Mr. 
Caplan to Elinor Caplan, Tab 15, which you received a copy of. What I want to 
get at is your description of backroom, or quarterback. : 


Could you explain why, if it might be considered improper for a spouse 
ot a cabinet minister to be a frontline negotiator for capital from a 
provincial government, it would be petter to be a quarterback or a backroom 
player. As a non-lawyer, to me, it would seem to be worse. 


Ms. Ebert: One of the things tnat I nad in mind when I talked about 
not being in the frontline was that if someone wno is a cabinet minister, or a 
Spouse ot a cabinet minister, goes to someone in the government, for example, 
as a representative of a certain business interest, or any other interest, 
tnere is really no predicting how the person in the government will respond to 
that. 


The person in the government might think that, without any suggestion 
from the spouse at all, if he or she did a good turn for this corporation it 
would be something that would be liked or approved of. The unpredictable 
factor in that is how the person approached is going to respond. That is 
something that the approacher may not have any control over. 


it is the same as accepting gifts from supporters. You may accept it in 
good faith, put you do not know the spirit in whicn the gift is given. There 
may be an expectation attached to that gift. What I was hoping to avoid by 
getting out of that trontline contact is the sort of volatile relationship 
that has someone talking to people and not being able to control how they 
respond to nim and what inferences and assumptions they make about what would 
be a good course of conduct for them. 


* Ut. the person were in the backroom, in a consulting role, preparing 
financial statements, or whatever, then the Opportunities for these kinds of 
possibly difricut exchanges would be minimized. The company would pe able to 
take tne benetit ot the advice, knowledge and expertise of that person, but 
the person would not put himself, his spouse, or the company he represented in 


Den 
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Mr. Wildman: You described the word ‘'withdrawal'', in the circle in 
Tap 10 oft your notes that Mr. Pope was referring to, as similar to your 
reference in tne letter of July 8, '"'to sever." 


Ms. Ebert: Yes. 


Mr. Wildman: When you look at the letter... 
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in tab 15 dated August 6, a copy of which 
you received, in your view does that letter fulfil either withdrawal or 
severance? 


Ms. Eberts: Tne concern that the August 6 addresses is not a total 
withdrawal trom the relationship altogether; it is not getting out and going 
to anotner company. What is said in here is that the relationship would be on 
an internal basis only with no contact whatsoever with any Ontario government 
body. 


I looked at that quickly wnen it came across my desk. At the time, it 
seemed to make the concerns that we had talked about. ~ 


mr. Wildman: But you will agree that in your circled notes it does 
not say total withdrawal, nor in your letter does it say complete severance. 


Ms. Eperts: In the withdrawal, you will notice at the bottom there 
are two pages of notes that talked about an equity interest, a share of the 
profits, and a very public role in presenting the company. That is what it 
said you would nave to withdraw from. His letter of August is addressing all 
of those points and indicating that he is getting out of those three things 
that we had flagged as real difficulties. 


Mr. Wildman: In the book that you do not have, I will give you a 
copy, tad 10 is an excerpt from a presentation that was made to the board of 
directors of IDEA with regard to an application by Wyda in which it describes 
the management of the company, and in which the staff of IDEA makes comments 
about wno they are, their capabilities and what it means with regard to his 
assessment of application. You will note on the third page, Wilfred Caplan, 
V-P Finance, is listed under the description of his other position that he 
holds. That is dated February 19, 1986. That gets to the questions of Mr. 
Pope. Is this pack room or is this quarterbacking? 


Ms. Eberts: I do not know all the circumstances that surround it. 
You have shown me one piece of paper. I think it is only fair to Mr. Caplan 
tnat you look at all the circumstances. 


Mr. Wildman: We are attempting to do that. If you look at the same 
book, tab 4 of September 9, 1985, it is a memorandum from Wyda. Again, on page 
2, it describes Mr. Caplan's role. 


Mr. Polsinelli: Role or title? 

Mr. Wildman: More than that. In his title it says, "Mr. Wilfred 
Caplan, Vice-President of Finance," then pelow that it talks about his other 
positions. From the information given in the resumé the management team of 
the company 1s comprehensive and impressive," and so on. 


Then, on tab 5, there is anotner memo. This is an IDEA memo from Mr. 
logan. If you look at the first paragraph it talks about Mr. Caplan being 
involved in tne company, and his relationship to a cabinet minister. In the 
second paragraph it deals with Mr. Dobzinski, the president of Wyda, where it 
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says ne will pe dealing on a front-line basis with IDEA. 


Again, I realize you have only had a moment to peruse this. It is 
sketcny. I do not want to go through it all, we do not nave the time, but is 
tnis the kind of back-room quarterbacking tnat you think is acceptable? How 
does that relate to wnat you said earlier in your letter witn regard to 
severing? 


10:20 p.m. 


Ms. Eberts: On the basis of what I nave been able to look at-- 
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these few moments I am not in a position to offer you very many comments. I do 
not know the role the vice-president of finance's play in this. I do not know 
whetner ne is preparing financial statements, whether he is looking at the 
IDEA Corp., or anybody else's requirements as to what should be shown in the 
financials, what sort of thing you want to see there and say, ‘You have to do 
this, you have to do that, and do tne other thing." It might well be the sort 
of pack service role, not a public role, put I would envisage this. 


Certainly, the document you showed me on tab 5 is consistent with IDEA's 
not naving anytning to do with the negotiations. - 


Mr. Wildman: Would it pe acceptable, in your view again as someone 
who was involved in the discussion of the conflict-of-interest guidelines, if 
the vice-president of finance was not involved in the direct negotiation of a 
grant or loan but he was available to the government agency to discuss 
information related to tne financing of the company during the time those - 
negotiations were ongoing? 


Ms. Eberts: His role, then, would be quite a bit more passive in the 
active presentation of the proposal that we had initially discussed with Mr. 
Caplan and told nim we were worried about it. If he is made available to them 
to explain things that only he can explain it seems that he is in a very much 
more restricted rold than what he was originally contemplating, and what we 
had thought would be difficult. 


Mr. Wildman: I do not think anybody would debate that, but you would 
agree that if he is available to the staff of a crown corporation during the 
period ot time when discussions were ongoing with regard to a loan that he is, 
indeed, visible. If his position is known with tne company to the staff of the 
crown corporation, and nis relationship is known with regard to a cabinet 
minister, then there must be some sort of apparent conflict that might develop. 


Ms. Eberts: I am not as prepared to draw that inference as you seem 
to do. It he is available only on an as-needed basis it seems he is trying to 
tailor his involvement to the exigencies of the situation and to what, I guess 
could pe called in some circumstances, the ??0ptics of the situation. He is 
not going forward a lot. 


Ihe tact is that people who are married to those in public life do have 
to earn a living. They do carry on business. The fact that they are in 
business is known around and about. If you take your views on allowing its 
logical extension you say a person should never teally be employed anywhere 


because knowing that he is employed somewhere might be an advantage at the 
company where he is employed. 


Mr. Wildman: A little earlier you spoke of mak ing nonsense of a 


guideline. I think that kind of comment makes nonsense of any kind of 
guideline. 


1 would like to bring you back to tab 7. 
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a> Ms. Eberts: wWnich document? 


Mr. Wildman: It would be the black book on tab 7 entitled, 'The 
Contlict of Interest Guidelines--A Question of Style." Could shone remind me 
wnat tnis document was? 


Ms. Eberts: This is something that I prepared for the discussions 
tnat I had with the transition team about the guildelines from a policy point 
ot view. We were trying, in that transition stage, to determine whether it 
would be a good idea to try to radically change the system in Ontario and set 
up sometning like tne federal system as a big secretariat, or whether we 
snould adopt the ??data's guidelines, or wnat we should do. The people with 


wnon I was discussing this had not been intimately involved in the guideline 
work. 

Mr. Wildman: It is a sort of discussion document? 

Ms. Eberts: It is a discussion paper for the transition. _ 


Mr. Wildman: But it would embody your views of approaches that 
snould be taken to real or apparent conflicts of interest. 


Ms. Eberts: It embodies my views of approaches we should discuss. 


Mr. Wildman: I would like you to turn to page 2, the elements of the 
approacn that you were suggesting mignt be considered-- 
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envisage a quarterback role? 






Ms. Eberts: You mean in this particular situation? 


Mr. Wildman: For instance, you are suggesting: ''(1) Where there is 
any doubt about whether a course of action is acceptable or not, it should not 
be undertaken; (2) People should conduct themselves as if anything they could 
do tomorrow be on the front page of the local or national newspaper; (3) The 
onus of preventing real, apparent or foreseeable conflicts rests with the 
elected otticials.'' Do any of those tnree allow for a quarterbacking role? 


Ms. Eberts: These three represent what I call a very hard line on 
tne contlict-of-interest issue. That is what the brief description, Ceasar's 
wife, is intended to indicate. It is a very hard line and it probably would 
not encompass a quarterback or a back-room role. If it was carried to its 
ultimate conclusion, as I have just said--and I nope you will appreciate this; 
I am not trying to be obstructionist--it will probably mean that people who 
are in the public eye and those who are married to people in the public eye 
should not really do much of anything, including any substantial volunteer 
efforts. 


Mr. Wildman: You raised that when you were discussing the so-called 
Vavis guidelines earlier, the possibility that someone could not benefit from 


the Ontario health insurance plan or could not get a tile drainage loan or 
something like that. 


Ms. Eberts: Right. 


Mr. Wildman: Surely, that did not happen. You may not have knowledge 
of this, but you did not have any evidence in your discussions witn Mr. Blenus 
Wright or otners during this period that this kind of thing ever happened, 
tnat a cabinet minister in a previous government who was a farmer was denied a 


tile drainage loan or could not apply for one because he was afraid he might 
have a conflict. 


Ms. Eberts: I did not have any evidence with respect to OHIP. I did 
have those two opinions from Mr. Wright which he indicated were exemplary. 
They were typical of the kind of thing that could happen. In the 
circumstances, reading them with the names blacked out and only fragmentary 
details of the programs, it seemed the message he was giving to me was that 
some people were really being denied the benefit of some pretty innocuous 
programs because of a strict interpretation of the Davis guidelines. As I 
understood it, the tourism redevelopment incentive program was available for 
tourist operators reasonably generally, but this particular person could not 
take advantage of it because he was a cabinet minister. 


. The question of tile drainage loans did not come up specifically in our 
discussions. . 


Mr. Wildman : I was just using that as an example. You have talked 
about crop insurance and so on. 


Ss 
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- - Ms. Eberts: Tnat was one that was raised in the context. I think 
tnere was a program of subsidies for crops that were destroyed that did come 
up in tnat discussion. It was a serious difficulty. Tnere were also things 
like agricultural development programs. 


Mr. Wildman: Let us not get into all those. Can you give me some 
indication wnether there was any discussion by you with Mr. wrignt or others 
as to wnether there is a dollar figure, where this kind of ridiculous 
situation, which I do not think ever nappened, might come into play, where 
there was a certain amount over which a cabinet minister or his or her spounse 
Mignt not be able to benefit? 


Ms. Eberts: There was not in my discussions with Mr. Wright. As to 
tne otner background we were discussing, if Mr. Wright comes back in front of 
the committee, you might be able to get more background from him as to whether 
any cabinet ministers were seriously inconvenienced by the application of that 
rule. 


10:30 p.m. 


Mr. Wildman: I would like to finish off by asking why it is that on 
tne one hand you suggest in advice to Mr. Caplan that he should sever the~™ 
relationsnip petween Damaza and Wyda, and then subsequently and with us 
tonignt you indicate the fact tnat moving to the back room is acceptable? Why 
the cnange? I see it as a change. 


Ms. Eberts: I do not see it as a change. 
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pc wee. The relationship I was 

talking about from whicn I said he should withdraw in the one contact, or 
sever in the other, was the relationsnip as he described it to me at the time. 
It had tne elements that ne would take a snare in the company, he would get a 
share or a sun equivalent to a percentage of the funds that were garnered and 
he would play a frontline role. I told him he could not do that. If you get 
out of that, there is consideraple room left to-- 







mr. Wilcman: So you are saying he had to sever that relationship, 
but he might pe able to develop another relationsnip? 


Ms. Eberts: I told nim that he nad to sever or withdraw from the 
relationsnip ne described to us. I think Mr. Wright told him the same thing, 
trom wnat I read in his documents and from his testimony. As I understand it, 
he then went pack to Mr. Wright for some further discussions to which I was 
not a party and about which what I say would be just speculation at this point. 


Mr. Wildman: You said earlier this evening that in your view, Mr. 
Wright’ s interpretation of the exceptions in the new guidelines is wider than 
yours. 


Ms. Eberts: That is my general view of Mr. Wright's exceptions. I 
have not applied my mind and my sense of interpretation on the exceptions in 
these guidelines to Mr. Caplan's situation. In the course of the work I did 
for them, I was never called upon to do that. 


Mr. Wildman: Earlier, you said that you saw his interpretation as 
classes of people and you would prefer to look at each individual case. 


Ms. Eberts: Yes. Where it says that comment about his interpretation 
being classes of people, whereas when we were looking at my notes, what he 
told me about the Davis guidelines where he was talking about personal 


beneficial interest, which is a different paragraph of the guidelines from the 
exceptions one. . 


Mr. Wildman: I know that. 


Ms. Eberts: He described that as involving categories of people. I 


would not approach it that way. I would look at each case on its individual 
merits and not draw general-- 


Mr. Wildman: Rather than describing it that way, could you describe 
yours as somewhat ad hoc? 


Ms. Eberts: Case by case is what I would call it. 


Mr. Chairman: Ms. gberts, would you have any problem appearing 
before the committee again tomorrow? We have two additional questioners and 
Mr. Pope has indicated to the chair that he wishes to put three motions with 
respect to questions that you declined to answer. Would you have any problems 
in appearing before the committee as our first witness tomorrow afternoon? 
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.- + Mr. Epp: Mr. Chairman, my name may be on there. 
Mr. Cnairman: Yes, it is. 


Mr. Epp: I am prepared to pass. The other day, we were able to 
tinisn just snort of 11 o'clock. I know we have nad a long day, but it might 
be convenient for everyone if we finish the questioning of Ms. Eberts tonight. 
I nave a suggestion that we sit a little longer so we can complete our 
questioning tonignt and go on to the Innovation Development for Employment 
Advancement Corp. tomorrow. You have indicated to the IDEA Corp. executives 
that tney snould be on tamorrow at 9:30 a.m. I am just hoping we can stay with 
that timetable. 


Mr. Chairman: As I indicated at the previous meeting, we will 
require unanimous consent to go beyond 10:30. 


Mr. Gillies: I have at least 20 minutes worth of questions to ask. 
Mr. Pope probably has a like amount. Then we have motions. I do not think it 
is reasonable to expect us to be here another hour or so. I will deny 
unanimous consent. We would certainly like to have Ms. Eberts back at her 
convenience. I hope a time can be arranged that is convenient. 


Ms. Eperts: I cannot come tomorrow afternoon. I could arrange to 
come in the morning. I am running on a set of very ramshackle ??babysitting 
and it is a question of appointments at the moment. 


Mr. Chairman: The problem is we have adjusted the IDEA Corp. 


schedule twice now. I will look to our counsel for advice. Any problem with 
that? 


Mr. Bell: It is my desire to finish with Ms. Eberts in some 
consecutive way, if that means tomorrow at 9:30 a.m. Tnis is the schedule we 
set and the witness order is going to inconvenience some people. It is a 
question of degree. We can start the IDEA Corp. people at 10:30. I hope that 
could pe communicated by Mr. Arnot before they came. 


Me. Epp: May I make a suggestion? We may not be able to finish with 
Ms. Eberts tonight. We are not going to have unanimous consent. Could we get 
the unanimous consent of the committee to go to ll o'clock tonight to do one 
more questioner? I think Mr. Gillies indicated he had about 20 minutes and Mr. 
Pope nas about 20 minutes. We could finish one more full questioner and then 
start tomorrow ate - 
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eee SEED 3 9: 00 a.m. or 9:30 a.m., we could shorten that Se 
down considerably and deal with the IDEA Corp. and Ms. Eberts tomorrow morning. 


Mr. Chairman: How do the members of the committee feel about that 
suggestion? 


Inter jections: No. 


Mr. Gillies: We have been here since nine o'clock this morning. I 
think we will all benefit from a fresh start in the morning. 


The committee adjourned at 10:36 p.m. 
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LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON PUBLIC aCCOUNTS 
Thursday, July 3. 1966 


The committee met at 10:09 a.m. in committee 
rooh 226. 


ALLEGED CONFLICT OF INTEREST 
{continued 5 


The Chairman: Come to order, please. . 
Before we resume the questioning, Tr. Philip. 
you have a matter that you wanted to --- 


ir PRA ewer) had some concern that 
caught me by surprise. that one of the media tables is 
being taken up by Hansard, and I'd like an explanation 
tor that. It seems to me that the space for media is 
limited as it is in this committee and they should he 
accommodated. I can give you the reason very easily. 


The Chairman: I'm sorry. The clerk advises me 
that Hansard had to acquire the services of an outside 
firm, and they were provided with that particular table 
by Hansard. And it has created some difficulties for the 
medié. I look for direction from the committee if they 
have any concerns about the print media using this 
particular desk over here. 


reward: Well, may I suggest, then. that 
anybody who doesn't need a plug-in should he given 
permission to use that table, if they so desire, behind 
the Conservative members. 


The Chairman: Committee agree? All right. 
Fine. If you so wish. 


Mr. Ward: I would just simply ask if there 1s 
anybody that wanted to plug in who cannot plug in because 
we ae have one table. Somebody will come in two 
Minutes now and not be able to plug in, but -- is there 
any way of plugging in directly to the console up here? 
The answer is no. Well, I just hope it doesn't re-occur. 


The Chairman: I apologize for the delay in 
getting underway. I appreciate your patience. . 


Now, the first questioner this morning on the 


ho 
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(The Chairman) 
list is tir. Epp, and he is not present -- yes, he 2s. 


Mr. Epp: I will pass for now. 


The Chairman: Mr. Gillies? 
The Yice-Chairman: Thank you. Mr. Chairman. 


Ms Eberts, the testimony you were giving us last 
night regarding the message that you wanted to convey in 
your letter of July the 8th -- I want to review that with 
you, because I think the message that the letter appears 
to convey on the face of it is quite different from the 
cone you told us last night you intended it to convey. 


Nowauthe letter reports 2ngpart iene scussicons 
that you had with Wilf Caplan and Blenus Wright at the 
June 24th meeting, and so you are reporting some af the 
results of that meeting to Mrs. Caplan, who wes not 
present at the meeting: is that correct? 


2 July &, 1966 


Ms Eberts: I think that's one way of looking at 
rh 


Hr MPnilingy Right. Okay. 


and so I'm wondering why, for example, in the 
letter you said. let me say for example, quote: "As you 
are also aware, Blenus Wright and I have advised Wilf 
that contact with demands and with agencies of the 
Ontario Government looking for investment- capital would 
present difficulties even if he were not to take an 
equity in. . . the clients benefitted or sought to he 
benefitted. " 


Now, you told us last night that what you were 
cautioning against was front-line or first-line contact 
with such companies but that that was not an 
across-the-board ban, if you will, on his participating 
in the company. 


I'm just wondering why, when you were reporting 
that to Mrs. Caplan, and she was not in attendance at the 
June 24th meeting. why the. warding would seem to not 
quite convey the flevour of what it is you wanted to 
convey. 


--}is. Eberts: Yell, as I said last night. the 
letter; I think, should be put in the context of the 
discussions. I: had with Mr. Caplan.and with Mr. Wright. 
Iir. Caplan conveyed to me his intentions about a certain 
way of doing business. 


There: was in my mind at the time some 
understanding that Irs. Caplan knew generally how he did 
operate because she was the one who had told me in the 
first place his general plan: that was that he would take 
equity and he would take a percentage of funds found: and 
what I am saying here is not a sort of scholarly exercise 
in saying well, here's what we told him and now what 1s 
this, what.is that, what is the other, what if. and so on 
and so.on and sa on. It was intended as a summary of the 
discussions that we had had with him and no more than 
that, and just something» that she could use a5 4 
checklist. It wasn't an academic-exercise, canvassing 
every possible, conceivable possibility. It addressed 
what he told us at that meeting. 


The Yice-Chalrman: Okay, I'm wondering why 
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then, 22 (ir cities) 


you refer to Tab 15 in the binder which is the August oth 
letter from Wilfred Caplan to his wife Elinor. and it 
says quite clearly that it is re your letter of August 
oth. The first paragraph indicates quite clearly that 
Mr.Caplan attemped to withdraw or Damaza attemped ta 
withdraw from its engagement with Wyds Systems and Wrda 
requested that Damaza continue its consulting 
relationship with Wyda on an internal basis only with no 
contact whatsoever with Ontario Government bodies. 


Now, why, in response to “your letter, didacdin. 
Caplan apparently feel it necessary to go to Wyda and 
offer to withdraw his services and apparently again, at 
the same time, they talked him out of it? 


Ms Eberts: I think you're going to have to ask 
Mr. Caplan about this matter. Now, my understanding is. 
and you will note that there is no signature at the 
bottom of this letter. ly understanding is that letter 
was a draft and that he did not approve its final 
contents and it had got to me by inadvertance; so that 
the letter was not signed and sent to her. 


The Vice-Chairman: So you are ssying the August 
6th letter was not sent? 


Ms Eherts: It came to me and I received it and 
it was in my "In" basket and I tock it as 4 courtesy of 
some sort that they were just keeping me in the picture 
although I was no longer involved. But as to the truth 
of the contents of that letter and as to how accurately 
it represents the dealings that Mr. Caplan had with 
Damaze, I will have ta defer to Mr. Caplan because I do 
not have firsthand knowledge of that. I have been 
advised that that was a draft and it got to me by 
ane eensanee and that's all I can tell you at this 
point. 


The Yice-Chairman: sa we are to assume then, 
and we certainly will ask Mr. Caplan this, that he sent 
the CC to you but the original letter was not Signed and 
sent to the person to whom it was addressed? ; 


Ms Eberts: I don't believe that Mr. Caplan 
himself sent the CC to me. I believe that was done hy 
Someone else. 
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The Vice-Chairman: Well, at some point in the 
thought processes of whoever drafted this letter of 
August the 6th, whoever drafted the letter of August the 
éth which was intended to be signed by ITir. Caplan, was 
under the impression that he went to Wyda to sever the 
relationship. Not to alter it, but. to. sever: it. To 
withdraw from the relationship with Wyda. 


Ms Eberts: Now we are getting perhaps even 
farther afield: because, as I say, I don't have direct. 
information about the genesis of this letter. or how it 
qot to me or whatever. All I know is that it did come to 
me. I was subsequently told that it had been a draft 
Prepared and sent to me by inadvertance. 


The Yice-Chairman: All right. we'll have to ask 
Mr. Caplan that then. 


The reference, I want to go back to your hand- 
written notes of the June 24th meeting, and the commitee 
has also had before it Mr. Wright's handwritten notes 
with reference to the same meeting. 


In your note here, it says with regards to 
Damaza, with regard to Demazs, that Mr. Caplan owns two 
shares; E., presumably Elinor, owns one share; that he is 
the president and Elinor the secretary. Now, are you 
aware that in Mrs. Caplan's filing, with her Cabinet 
filing of her holdings, that under the category of share 
holdings she has submitted "Nil". 


Now I wonder if you could confirm for us that as 
of June 24th, ‘85, your understanding was that she was 4 
shareholder and a secretary of Damaza; whether you could 
confirm for us that you were aware that no shares were 
submitted with her filing, and whether you have any 
knowledge of what became of her share in Damaza at any 
time subsequent to June 24th. Did she divest? Does she 
still have it? Was there an accident or « mistake in the 
filing? What happened? 


Ms Eberts: as far as the information that I 
have, as at the date of the meeting with Mr. Caplan and 
Mr. Wright, I think the note that you have before you 
very accurately reflects my understanding. That was the 
part of the note where I was recording what Nr. Caplan 
told me, and I would have written down what he had said 
at that point. . 
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The letter that I sent to Mrs. Caplan indicates 
my advice to her that she should divest herself of that 
share; that she should get out of Damaza --- 


The Vice-Chairman: Okay. 
Ms Eberts: --- and that's the letter of the 8th 


The Yice-Chairman: That's in the July 6th 


Ms Eberts: and you'll also see that at the 
bottom of the note of my meeting with Mr. Caplan and Mir. 
Wright there's the sentence: "Elinor right out of the 
company .. ." which indicates that that was discussed at 
that meeting as well. 


letter. 


The Vice-Chairman: Okay. 


Ms _Eberts: and as far as whst happened 
subsequent ta my sending her the letter, the process was 
that Mr. Blenis Wright was dealing with the filings that 
the cabinet ministers put in. They were going to him and 
he was having the dealings with them. I did not have any 
formal dealings with any of the cabinet ministers’ 
filings that they made in the fall, so I can't answer the 
rest of your question. 


The  Yice-Chairman: Okay. Mr. Wright was 
unsware, when we asked him, what had become of her share. 
I think he is going ta undertake to get back to us. Could 
you in the July é&th letter, could you point -- I think I 
know what you just picked -- would you point out the 
references to me in the July 8th letter which was the 


caution for her to divest of her share in Damaza. Is it 
the reference to --- 


lis Eberts: It starts: “As we have discussed, 
your bank preferred shares will have to be sold or put in 
a blind trust to comply with the quidelines and you will 


have to divest yourself of your share in Damaza 
Consultants. 


The Vice-Chairman: Okay. 


i duly 4, 1966 





Yr. Gillies Okay. In your handwritten note you 
refer on the second page of the note to Mr. Caplan's 
participation with the PEC Financial Corporation. Mr. 
Caplan sold his interest and resigned office from PEC as 
of April 30th. 1985. Was that your understanding? 


Ms Eberts: That's the note. 


| The Vice-Chairman: Okay. What can you tell us 
in your discussions with lr. Caplan -- his relationship 
with PEC. was it -- you considered it sufficiently 
important toa make a note about it. I just wondered what 
you could tell us about that. a 
Ms Eberts: I understood that he had been a 
Principal in that company and that he had got out of it 
as of the date that he mentioned. He did elaborate, to 
some extent, upon the history of PEC, its development. 
Basically because it was old history, as it were, we 
didn't go into the intricacies of PEC. 


There were some discussions about, as I recall, 
about whether any of the business involvements that he 
had had with PEC, although he was out of the company, 
could have a tsle that umwound after April 30th. 
Because, I don't know, I am not 4 corporate lawyer, but 
some of these things do have a half-life, if you will. 
So that we did touch on those issues, and the sense that 
I gathered from the conversation was that he was out of 
it, although he did fill in some of the details and the 
background. 


The Vice-Chairman: My understanding from Mr. 
Caplan's resume is that he was secretary-treasurer and 
chief financial officer for PEC from 1976 until May 1st. 
14985. You were aware of some of the problems at PEC, I 
take it. Your letter is dated July the 8th. Did you 
know that in that same month, July 1965, that PEC went 
into receivership? 


Ms Eberts: I became aware of that afterwards. 


The  Yice-Chairman: Had bank debts’ of 
approximately §ZZ million I understand. So part of your 
Concern was probably what effect this might have on his 
filings or his dealings. 


Ms Eberts:: Well, the letter of July &th sets 
out the nature of my concern. 
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The Vice-Chairman: Okay. So you are saying, 
and I'm quoting from the letter: " However, should the 


condition of PEC deteriorate," which it did; it went into 
receivership, "so that claims wind up being made against 
it, it might be a good idea to have further consultations 
with Blenus Wright as for the best way for Wilf to 
protect himself against any indirect adverse 
consequences. " 


Ms Eberts: That's what I said. 


The Yice-Chairman: So we'd have to ask Mr. 
Wright whether he had any contact on that basis. P 


Ms Eberts: Yes. 


The Vice-Chairman: Oksy. Can you tell us a bit 
about your understanding of the history of Damaza? In 
one of her statements to the Legislature, lirs. Caplan 
said that her husband had been a consultant to small 
business since 1971. 


What can you tell us, or what were you aware of 
with regard to the history of Damaza, the periods of time 
during which it was active, not active and so on? 


Ms Eberts: The note that I made of the 
discussion with Mr. Wright and Mr. Caplan records the 
information that I had at the time. that Wyda was Mir. 
Caplan’s first client. AT aol) Go ave ols 
exceptionally clear-cut history of Wyda, or of Damaza 
rather. My understanding at the time was that this was a 
new company, or & newly-resurrected company that he was 
bringing forward hecause he wanted to be active again in 
financial consulting. I also understood that he done 
financial consulting in the past. 


; Whether he had done it within the corporate 
vehicle of Damaza, or some other corporate vehicle, I 
didn't think it material to inquire. Damaza and its 
ace relationships were what was concerning me at that 
ime. 


The ¥Yice-Chairman: Okay. 30 your 
understanding. a5 13 indeed my understanding. was that at 
the time of your meeting, the only client Damaza had was 
Wrda.. It would sppear from other testimony that we've 
had that the relationship between Wyda and Damaza was 
formalized on June 17th, 1965 and then you were meeting 
with Mr. Caplan just one week later. j 


WD 
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Ms Eberts: As I understood it, it was quite a 
new relationship. 


The Yice-Chairman: A new relationship. 


Okay, well just -- if I may, I just want to 
summarize so that I'm clear on -- the intent of your 
letter of July the 8th was that whatever interpretation 
may be put into the.wording of July the 6th, of the July 
the &th letter. that your intent was not that Tir. Caplan, 
or your advice was not that he sever his relationship 
with Wyda entirely: that your advice was meant to be 
taken that he should not participate in any way that 
would see him acquire equity in the company: and that 
your understanding further is that in the letter when you 
say, and I quote: "He", Mr. Caplan, "has advised that he 
Will sever the relationship between Damaza and his 
present client, Wyda, for whom he had planned to seek 
Ontario Government funding," that what you were trying to 
convey there was that the relationship with regard to 
equity was being severed and not his client relationship 
with Wyde. 


Ms Eberts: My understanding, and what I was 
hoping ta convey, was that the relationship. as it had 
been described to me, that is including the equity 
participation, including the contingent share of monies 
obtained, and including the participation by Mr. Caplan 
in a front line role putting forward the proposals to 
Ontario funding sources, should stop. 
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The Vice-Chairman: Okay. And then your further 
testimony, then, is that. as we see in the August 6th, 
1985 “letter “frome ¥ilfred” -Capisn to’. Elinorea.jas, 1 
understand your testimony: 41) you are not sure that the 
letter was signed and sent; 2) if indeed Mr. Caplan did 
go to Demaza to sever his relationship and was then 
persuaded not to do so0 by Wyde, that that was not the 
intent of your July the 6th letter’? 


Whi Jeera With respect tothe August --oth 
letter, let me just reiterate. Sify information is that 
this was a draft that I obtained -- that was sent to me 
by inadvertence. It was never formalized or finalized 
and actually sent by Mr. Caplen to lirs. Caplan. 


As tar as the dealings with Wrda that it records 
in its first paragraph, I have no direct knowledge of the 
dealings at all. 


The Yice-Chairman: Thank you, Mr. Chairman. 


Do you have any knowledge, then, as to who 
prepared the draft of the August 6th letter? 


Ms Eberts: No, I don't. 


The ¥Yice-Chairman: So you don't know if it was 
prepared by Nr. Caplan or by somebody on his behalf? 


Ms _Eberts: ly understanding was that Mr. Caplan 
did not prepare this. It was a draft prepared by someone 
else for his review and approval or whatever, and that he 
didn't approve it, and that it wasn't sent. | 


The ¥Yice-Chairman: So, in a nutshell, then -- 
this is really what I'm trying to get at -- if Mr. Caplan 
went to Wyda to sever the relationship entirely, that is 
not what you intended by your July the 8th letter? 


| iis Eberts: I intended that he get out of the 
relationship that he had described to us with the three 
elements that we talked about. 


as far as any other possible involvement with 
Wyda. it was not really a matter that I considered to be 
within my continuing purview, if you will. It was 
Something that he would have to take up with lir. Wright. 


The Vice-Chairman: Thank you. 
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(Mr. Gillies) 
Thank you, Tir. Chairman. 
The Chairman: Mr. Gillies. 
Hire Phrlip. 


lr. Philip: I want to follow along the lines of 
Mr. Gillies for just a few minutes. 


If, in your letter of July &th. you meant only 
the changing. if you want, or the severing of the equity 
share of the front-line negotiations and the taking of a 
share, why would you use the word "sever" rather than 
“redefine the relationship," since the relationship of 
Caplan with Wyda was broader than the three things that 
you've just mentioned that you'd like severred? 


Ms Eberts: I think that I may have to invoke a 
little hindsight here -- not mine, but yours or this 
committee's. I think that events have shown that the 
relationship continued in a different way or in a wider 
way than was discussed at that point. 


What we discussed with Mr. Caplan was an 
existing relationship that had a certain configuration. 
We did not explore with him all the sort of “what ifs", 
like, “How could you restructure it? How would it be 
different?" We told him what not to do, but we did not, 
in a very elaborate way, talk about how it could be 
redefined. And because we had not talked about how it 
could be redefined, I did not address that in my letter. 


Mee Philip: ° But? in “this Lettereit *doesn-tetell 
him what not to do; it tells him very specifically to 
sever a relationship, and it's very unspecific about what 
not to do. Would you agree with that? 


Ms _ Eberts: Well. iv’ “sayser "sever cthe 
relationship," and I was counting on the awareness of the 
context that obviously Mr. Caplan certainly would have. 
He knew what relationship he had discussed with us, and 
‘that was the one that we were telling him he had to get 
out of. 


Mr. Philip: But part of this context was the 
context that he was the vice-president. he was 4 
financiel consultant to that company. Why would you tell 
him to sever part of the relationship without defining 
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which part you wanted severred? 


Ms Eberts: I told him -- and you're saying why. 
In hindsight, I suppose if I had sat down at the time and 
said, "A year from now there will be a parliamentary 
inquiry into this and you'd better dot all the i's and 
cross all the t's," I might have written him a six-pace 
letter setting out all the details of everything that we 
had discussed. 


What I was doing in this letter was intended as 
a summary sort of checklist. It relied .on sone 
background and some context that he had, and it hit the 
highlights. if I can use that colloquial expression. 


Mr. Philip: But there are only five things that 
you've really had to deal with, and three of them you're 
saying now in hindsight you wanted severred, and two of 
them you didn't. The two that you didn't were the 
vyice-presidency and the fact that he remained in the 
financial consulting service. 


Now, you don't need a six-page letter to say, "I 
want you to sever your relationship on three out of five 
areas in which you're involved with this company." There 
are only five that I can think of. Maybe you can think 
of another way of breaking up this relationship. but 
there are five ways or five possible functions, if you 
want, of his relationship with this company. Three, now 
you're telling us, are the ones you wanted severred, and 
the other two are okay. But in fact your letter tells 
him toa sever his relationship rather than to redefine it, 
which would be a more appropriate way of describing what 
it was that you wanted to do. 


Would you agree that perhaps the word "redefine" 
=< in hindsight, the word “redefine" would be a better 
description of what you wanted him to do? 


Ms _Ehberts: Well. I was just going back and 
checking my notes of that meeting that I had with Mr. 
Caplan and Mr. Wright trying to see if there was any note 
in there that he was actually a vice-president of Wvyde. 
Because I must tell you that my recollection is that ve 
did not talk about him being a vice-president of Wyda at 
that time. There's not anything in the note that 
reflects that he told me he was a vice-president of Wyda. 
He's the president and sole officer of Damaza Consultants 
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Limited, but I don't have 4 recollection that he actually 
talked in terms of him haying offices in Wyda. We talked 
about him certainly not being 4 consultant. 


And so, as far as I was concerned, that we 
weren't talking -- my letter wasn't dealing with, as you 
said, three out of five elements: it was dealing with 
material elements of the relationship that we discussed 
with Mir. Wright on that day. 


Mr. Philip: So you're saying you had a meeting 
with him to deal with his relationship with the company 
Without ever speaking to him or discussing with hin 
whether or not he was an officer of that company? 


Ms Eberts: He told us that he was a consultant 
in the company, or to the company, that his company was 
consulting with Wyda, and it was presented to us as 4 
company-to-company transaction. 


Now, again, perhaps with the wisdom of 
hindsight, and had I know that almost a year to the day 
we'd be in these proceedings. I might have cross-examined 
him on the question of his corporate offices. It didn't 
come up: it wasn't suggested by the relationship as it 
was described to me. It was a consulting relationship. 


My understanding of consultants is that they 
don't inevitably take on corporate office in the company 
to which they are consulting. 
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previous sentence that you have advised Wilf the contact 

with Damaza -- by Damaza with agencies of the Ontario 

Government looking for investment capital would present 
difficulties to rs. Caplan, 
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difficulties. . you ,would have. explored. his complete 
relationship with that company. And you are telling us 
that you didn't explore his complete relationship with 
that company. JI mean, if you are going to tell somebody 
then that there is going to be difficulties one would 
think that you would say to him, "Look it, Wilf, tell us 
what your relationship, your complete relationship is 
with that company so that I can advise you." 


Nis. Eberts: On the basis of that meeting that 
we had with him and on the data that he provided to us 
there was nothing to Suggest at the time that he had not 
told us about his complete relationship with the company. 


The relationship as he described it had an 
internal consistency to it; it hung together; it looked 
like the kind of business arrangement that a consulting 
company would have with a company. He told us that he 
would be taking equity if he were successful. I inferred 
from that that he did not then have an equity 
participation in Wyda. If you don't have an equity 
participation in the company I would suggest that it is 
not inevitable or it is not likely or whatever that you 
would then be a high officer in that company. Of course 
you could. | 


“The combination of then having no equity and 
having a consulting relationship and the other elements 
that he described at that time did not suggest that it 
was incumbent upon us on that occasion to cross-examine 
him on the subject of whether he had any offices in the 
company to which his company was a consultant. 


dr. Philip: Well, I would suggest to you that 
that is purely conjecture and I find the conjecture hard 
ta accept. 


Let me ask you another question on this: what da 
you mean by, “However, should the condition of PEC 
deteriorate sc that claims wind up being made against it, 
it might be as good idea to have further consultations 
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with Blenus Wright as ta the best way for Wilf to protect 
himself from indirect adverse consequences. " 


What are the kinds of indirect adverse 
consequences you envisage and what are the kinds of 
conditions of deterioration you might envisage in that 
rather long sentence? 


Ms Eberts: The discussion that we had with hin 
about PEC was a fairly summary discussion. He indicated 
that some of the investments of PEC had turned out to be 
not so great and that there were some difficulties 
looming; it had not gone into receivership at that point. 
This was intended as a flag. 


I saw at that time that my role in this whole 
process was not going to go on indefinitely; that there 
would be a handoff to Ir. Wright when the government was 
formed and when -- until they had full access to his 
services: and what I was flagging for the Caplans at that 
point was that instead of just being concerned about it 
in private if something should come up, they should go to 
Mr. Wright and they should talk to him about what was 
cohing up. ; 


I had no way at that time of predicting what 
might come up whatever, but just saying, "Look. don't 
sort of sit and stew about this without tsking any 
advice." If it does deteriorate, on the basis of what I 
heard at the time, that there was some possibility that 
it might, I was saying. "Go and get some advise from Mr. 
Wright. Don't just stew about it in isolation. " 


Mr sa Philip: I am just a layman; I am not 
lawyer. But does it not seem to you in reading that, it 
certainly seems to me that perhsps what you are saying 
there is, "You had better be careful because something 
may happen at PEC that will create a perceived conflict 
of interest; “ 


Ms. Eberts: as I told you yesterday, I have not 
ever seen a concept of a perceived conflict of interest 
as being part of these guidelines. I feared in fact that 
the concept, that really belongs in quite a different 
system of conflict of interest administration. And so I 
do not agree with the words that you have read into ny 
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letter. 


Mr. Philip: Okay. Let's deal with the concepts 
that we have just talked about. 


At your briefing for cabinet ministers or 
would-be cabinet ministers, or whatever they were at the 
time that you held your workshop, I wonder if you -- and 
I can iask “you =to® turn]eto- Tap N?----1 thinkoitis Nv. 
Page 2. ". . . in which you have some elements of the 
approach would be .. ." and items 1 and 3, and I will 
just read them into the record: “When there is any doubt 
about whether a course of action is accepted or not, it 
should not be undertaken). < . “ andsnumber seas e-—= =e. 
the onus of preventing real, apparent or foreseeable 
conflicts rests with the elected official. This person 
is responsible for. informing Stefi of ““the™ criterias 
affecting him or her. you.  ende then, © 6" = 2 sor Cosco tne 
efforts to comply with the letter and the spirit of the 
conflict prohibition will be continusl and concerted." 


Now, as I understand it you did cover each of 
those three points which would mean that you, in your 
workshop, in fact you did cover points 1 and 3 which I 
have just read; is that correct? 


Ms_Eberts: Well, the document that you have 
before you now is something that I prepared for the other 
members of the transition team with whom I discussed the 
issue of what policy on conflict of interest should be 
recommended to Mr. Peterson. This document did not. form 
the basis of discussions with members of caucus. 


As far as my discussions with members of caucus 
are concerned, that briefing was basically to cover the 
Legislative Assembly Act, and the obligations under that, 
which is common to all MPPs. It went through the Davis 
guidelines, as they then were, with an indication that 
there might be some changes in those. And then I make a 
Sort of a shift of gears between the Legislative Assembly 
Act and the guidelines on the one hand, which I think are 
the so-called laws relating to members' conduct, and to 
the question of what might people think about what you 
do; and that is really point number 2 there, that the 
point Io was trying to wake that when you are in 
opposition you don't develop an instinct for how things 
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are going to appear in the paper if they are written up 
there. 


Mr. Philip: Okay. But in one form or another 
you in fact covered points 1 and 3 in that workshop, 
whether you used them as points 1 and 3, but you dealt 
with the concept of 1 and 3 and now, from what you have 
said, possibly 2. in that workshop? 


Ms. Eberts: No. I am sorry, I dealt with, if 
any of those points on there, I dealt with number 2; I 
did not get into 1 and 3. 


Nr. Philip: Okay. Would you agree then that at 
least number 2 is in fact another way of saying you have 
got to be careful about a perceived conflict of interest? 


Ns. Eberts: Well, I really have difficulty with 
the “phrase that” you use, and ‘that is’ o"a. perceived 
conflict of interest," because I was making a 
distinction, and always did make a distinction in our 
dealings with them, that what is the law on the one hand, 
the estrict)criteria “that” are “supposed ‘to ‘cover’ your 
conduct, and then the issue of, I guess you could call it 
as vi ‘called it from tine to time, the ““optics" ofa 
Situation, how does it look. And I was not considering 
the optics of the situation as having anything to do with 
whether there was 4 breach of the gquidelines. The 
message I was trying to make was that even though there 
is no breach of the guidelines, some things might get you 
into difficulties in the paper. So be careful. Start 
thinking that way. 


Mr. Philip: Would you agree then with the word 
"apparent"? Is that a more acceptable word to you than 
“perceived "? 
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Ms Eberts: Well, the concept that I used always 
was “Optics" -- how does it look? 


Mr. Philip: Well, you know, to me "Optics" and 
"Apparent" are the same thing. Tmedovenat need an 
optometrist in here to give me those definitions, but I 
think I am correct in saying that. 


ALL eight. Would you agree then that Item <2 
essentially is a similar concept to that found in the 
federal study, "Conflict of Interest and Post-Employment 
Code of Public Office Holders". January ist, ‘86, in 
which it says, “Conforming to this Code does not absolve 
individual public office holders of their responsibility 
to take such additional action as may be necessary to 
prevent real or potential or apparent conflicts of 
interest"? Would you agree with No. 2 and what I have 
just read from the federal study? Is that fairly 
Similar? 


Ms_Eberts: I think the difference there is the 
concept of responsibility. and the fact that the federal 
guidelines actually in terms impose a, concrete 
responsibility which conceivably can be enforced in some 
way on the individual, whereas the admonition, or the 
sort of comment, "Look out. Be careful. You have to now. 
start thinking about how things look." is nat a system of 
law or of governance imposing an obligation on you. MI 
think there is a difference, and I think that when you 
consider the difference between the relatively minimalist 
Davis approach and the relatively small machinery of 
administration that was in place in Ontario at that time, 
and the very large machinery of administration and 
enforcement that is in place at the federal guidelines, 
you would expect to see in the federal guidelines more I 
call them legal or quasi-legal obligations. 


Mr. Philip: I do not want to deal with how it 
is administered or who is responsible for it, but I want 
to deal with the concept of apparent conflict of 
interest, and the point that I am making is, and I 
suggest to you that the Item 2 that you had had some hand 
in preparing and the apparent conflict of interest or 
potential conflict of interest in the federal system is 
Similar. May I also suggest to you that you look at the 
Davis guidelines, and I refer you to page 6 -- I am 
SOrry; it is Tab B -=- the first part: ther *Davis 
guidelines, and it suggests, "The guidelines which I have 
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established are not exhaustive nor could they in reality 
embrace all possible Situations representing or 
suggesting a conflict of interest." 


The Vice-Chairman: You have one minute left. 


Mr. Philip: May I ask you, is the suggesting of 
& conflict of interest, and then I refer you to the 
Peterson guidelines, which are on page 3, which just 
follow, "The guidelines are not exhaustive, nor could 
they in reality embrace all possible situations 
representing." or again, the use is "suggesting 34 
conflict of interest." May I ask you, are you not just 
playing word games with these and trying to rationalize 
the fact that throughout all of these documents there is 
& consistent admonition. be it in your letter to Wilf. be 
it ih ?the federal “guidelines; “be. 1t°in > the’ Davis 
guidelines which suggest or suggesting 4 conflict of 
interest, or be it in the Peterson guidelines which 
suggest or suggesting a conflict of interest, that there 
is a consistent theme running through them that apparent 
conflict of interest is in fact part of the consideration 
that a Cabinet minister must deal with, and that it is 
because of that apparent conflict of interest that you 
have asked Mr. Caplan to sever his relationship in your 
original letter to lirs. Caplan? 


Ms Eberts: I do not think that I am playing 
word games with you. I think that it is very important 
to appreciate the difference between things that sre in 
law and enforceable guidelines and things that are saying 
to people, "Don't be stupid." And sometimes you can say 
to people, "Be careful, use your judgment, don't get into 
political hot water," and if they get into political hot 
water, that does not necessarily mean they have breached 
the guidelines, the law, but it means that they may have 
got into political hot water, and I think that you have 
to look at the --- 


Mr. Philip: May I suggest to you though that 
they are imposed, they are in both of the guidelines. 
they are in the federal guidelines as well, they are in 
the Davis guidelines, the last paragraph, and they are in 
the Peterson quidelines, and no matter how you may LTV 0 
rationalize it, those will not evaporate, they are there 
whether you use the word "suggesting conflict of 
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interest", whether you use the word "apparent" or 
"nerceived", or whether you use the word "potential", 
that concept is there and you can rationalize it all thst 
you want, but it is there and it will not evaporate. 


The Yice-Chairman: Mr. Polsinelli. 


Mr. Polsinelli: Thank you, Nr. Chairman. I, of 
course, Will not be using my full 20 ninutes, but Hs 
Eberts, I would like to perhaps confer with you on one or 
two issues, and I would like to start with Mr. Philip's 
last point. 


As I understand your testimony. it is your 
opinion that the guidelines provide a code of conduct, 
almost like the Ten Commandments, "Thou shalt not do 1, 
2. 3. 4. 5, 6." A breach of those six items or 10 items, 
whatever number of items are clearly enunciated in the 
quidelines, would constitute a breach of the guidelines. 
Thatodast sentences. then» .werhave: in the guidelinesimis 4 
general admonition saying clearly. "Bon't be stupid. 
Don't get yourself into a situation which may appear to 
be unclear, which may put you in a politically 
embarrassing situation," but something like that would 
not be a breach of the guidelines. The guidelines are 
clearly enunciated. They are rules and a code of conduct 
that ministers and parliamentary assistants and 
confidential staff have to abide by. Is that a correct 
interpretation of what you have been saying? 


Ns _Eherts: I think that that is a good 
interpretation of what I am saying. I think there is a 
fairly substantial tradition in our system of law that 
people are given clear rules about how their conduct 
Should be governed, and they are told, “You can't do 
this, you can't do this, you have to do this, then the 
following." and you cannot really have a system of law 
that says. "Oh, here is this general basket case and if 
it appears to anybody that something is going awry here, 
then you are also going to be guilty," because the 
paragraph does not say appear to whom. suggests to whon, 
whether it be one person, 12 people, 50 people, a person 
who is in the position of deciding and given the 
authority by the Legislature to decide, or just 10 people 
who write a letter to the editor. and I do not think that 
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it is fair in the circumstances to say that something (Ms 
that is as broadly worded as that and as generally worded 
as that and gives so little quidance about whose opinion 
is going to be disposited can be considered to he 
anything like a formal legal obligation. LOTS 
hortatory. It says. “Be careful. There are shoals out 
there," but it does not come in the form where you really 
could fairly expect somebody to have it applied to him 
after the fact and say, "Right, you breached that clea 

guideline.“ It is not clear. ‘ 


Mr. Polsinelli: All right. But the guidelines, 
then, I think we are in agreement, do clearly establish 
certain rules; a breach of those rules would constitute 4 
breach of the guidelines and the person, the minister or 
whoever, would be in a conflict of interest situation. 


Following on that point, Mr. Caplan obtained 
advice from yourself. Mr. Caplan also obtained advice 
from Blenus Wright. As a result of that advice, he 
rearranged his affairs with the Wyde Corporation, Wyda 
Systems. Are you familiar with the new arrangement that 
Mr. Caplan entered into? 


Ms Eberts: No, I am not. 


Mr. Polsinelli: If you have the binder in front 
of you, if you turn to Tab I, page 5 is a letter from 
Wyda Systems to Mr. Caplan. : 


Ms Eberts: Tab I, did you say? 
Mr. Polsinelli: Tab I, page number 5. 


Ms Eperts: Is that the one dated January 1, 
1986? 


Mr. Polsinelli: Yes, that is the letter from 
Wyda Systems to Mr. Caplan. 


Ms Eberts: Yes, I have it here. 


Mr. Polsinelli: And that outlines the new 
arrangements that Mr. Caplan entered into with Wyda 
Systems, or which Damaza entered into with Wyda Systems. 
If you look at paragraph number 2, it indicates that 
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Damaza will receive and will continue to receive $2000 
per month regardless of the amount of time spent on any 
engagement, and upon the arrangement of second-round 
financing, Damaza, Mr. Kaplan's corporation, will receive 
$50,000 upon closing, would receive an additional $50,000 
closing on the -- if it were a limited partnership, plus 
would receive five per cent of the profits from Wyda for 
1987 and 1988 to a maximum of $600,000. However, the 
letter goes on in the bottom paragraph, and it indicates 
that if the source of financing is through a ministry or 
an agency of the government, that the only fee that would 
be payable to Damaza would be the $2000 a month flat 
repaynent . 


Given that as the arrangement that Iir. Caplan 
entered inte through his company, Damaza, with Wyda 
Systems, in your opinion, and recognizing that your net 
is a narrower net than that cast by Mr. Wright, or a 
wider net than that cast by Iir. Wright, the Assistant 
Deputy Attorney General, is that a breach of the 
guidelines as you understand them? 
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ns Eberts: The way I would eapproach that 
question is to look at this arrangement and say that what 
he's getting here is a fee of $2000 for doing this work 
and he's not getting any of the contingent or equity 
interest. So then I go back to the guidelines and I say, 
"Is the receipt of a fee of $2000 from a company, 
something that constitutes Mr. Caplan being contractually 
involved with the Government of Ontsrio or his private 
company being contractually involved with the Government 
of Ontario?" ms 


I would say, Damaza itself doesn't have any 
direct contractual involvement with the Government of 
Ontario or with any of its emanations or any of its Crown 
Corporations or boards or anything? The Damaza 
relationship is with Wyda and the relationship is simply 
one of fee for service, $2000 a month for doing certain 
work, and I don't think that that constitutes being 
contractually involved with the Government of Ontario on 
the wording of the guidelines. I don't think that if you 
just look at the $2000 that it is even necessary to go to 
the exemption of his company and he is not contractually 
involved with the Government of Ontario at that point in 
this arrangement. 


lr. Polsinelli: So, then, under this 
arrangement, it is clearly your opinion that Mr. Caplan 
was not in a conflict of interest situation? 


Ms Eberts: Not on the basis of this. 


Mr. Polsinelli: Ong ithe. basism off» this 
arrangement. Are you familiar that I believe on April 
12th of this year, the financial package between Damaza 
and Wyda was changed and that my understanding. and I 
quess we'll have to wait for Ir. Caplan's testimony, but 
apparently, for -- well, for whatever reason, and I think 
it's fair to wait for Mr. Caplan's testimony as to what 
the reason was, the financial package was changed from 
this $2000 a month retainer plus the contingency fees 
upon the closing of the particular transactions to one of 
@ straight retainer of $8000 4 month. 


Would that new arrangement constitute. in your 
opinion, a breach of the Conflict of Interest guidelines? 


Mrs HeL dl: This is a habit that I have in 
another forun. I think in fairness, could the witness 
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the document that is part of this material? It's Page 13 
of the same tab. 


Mr. Polsinelli: Thank you. It's a letter dated 
April ld4th from Damaza to Wyda. 


Ms Eberts: Dated April 14th, 1986? 


Mr. Polsinelli: Yes. I would point out also, 
Ms Eberts, that this new arrangement was entered into 
after financing had been secured by Wyda from the IDEA 
Corporation. 


Ms Eberts: Well, just looking at this letter, I 
think I would need a bit more information before coming 
to a conclusion. Someone here may be able to provide it 
to me. Is the intention of the April 14th, 1986, letter 
simply to insert the figure of $8000 in place of the 
figure of $2000 and leave everything else the same? 


Mr. Polsinelli: No, Ms? PP EDeErUs: My 
understanding is that the complete package was 
renegotiated and that it is now a straight retainer of 
$8000 with no contingency fee to operate on 4a 
month-by-month basis. 


Ms Eberts: So it is still a fee for service 
arrangement? 


Mr. Bell: I think this will simplify things. 
The evidence is as of now, and I believe this will he the 
evidence, the January 31, '86 agreement was replaced by 
the April 14, 1986 agreement, as supplemented by details 
which you will get from witnesses who negotiated this 
April 14th arrangement as for duration and other 
circumstances. You may want to ask those questions, but 
no, the equity or the profit participation and the 


$50, 000 lump will replace, we understand, for all 
purposes. 


lis Eberts:.. Well. I would still look at this in 
terms of the question that's posed in the quidelines and 
that question is, is Damaza a private company in which 
fir. Caplan is involved, a company that is contractually 
involved with the Government of Ontario? Damaza, on the 
basis of this, is involved with Wyde and there is a 
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contract that provides a fee for certain services. So on 
that reading of the guidelines, it's not contractually 
involved with the Government of Ontario. We're at least 
one removed from the Government of Ontaria. 


Nr.- Polsinelli: Yes, Mr. Bell, I think counsel 
wants to interject. as 


Tre Bells Yes, I think it will help because 
we're on & very important point. Your line of thinking 
tracks that Damaza is not in a contractusl relationship 
with the Provincial Government or any of its Crow 
agencies, therefore we don't have a conflict. 


Can you comment on the matter of what the 
guidelines say where it says "No private company"? I 
guess you have to ask a lot of questions. Can you 
comment on the perspective of the relationship between 
Wyda and IDEA as a Crow agency? That's the only 
contractual relationship. And then can you examine, I 
think in the context of Mr. Polsinelli's question. 
whether, on the basis of what you've been shown this 
morning, plus whatever other information you may think 
you need, whether in your interpretation of the 
guidelines, Wydea is a private company in which Mr. Caplan 
has an interest? 


Ms Eberts: I don't have any information about 
the nature of the relationship between Wyda and IDEA. I 
haven't seen any of their instruments or documentation 
reflecting what that deal is. 


Mr. Bell: Okay. but this is very important for 
this Committee that you understand what it is set out to 
do and would you agree that that is one of the 
appropriate considerations for this Committee in this 
exercise is to examine the scope of the relationship 
between Wyda and IDEA and then to examine the scope of 
the relationship between Mr. Caplan and Wyde concurrently 
and then, having examined those two relationships, 
examine those in connection with what the guidelines say? 
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Ns Eberts: Okay, I think that I would agree 
with you. I think you do have to say, "Is Wyda a company 
in which Mr. Caplan has an interest as defined in the 
quidelines?" and then. if you are asking further 
questions to go on down that road and you see if the 
arrangement is a fee for service arrangement, some of the 
people in this room are familiar with fee for service 
arrangements, some of the people who are parading around 
outside the Legislature are familiar with fee for service 
arrangements. 


If I get a fee from one of my clients, I don't 
necessarily consider that I “have an’ interest in ‘that 
client. They pay me for services just the way they would 
pay to buy office equipment or ta do the shrubbery in 
front of their building and I don't think that their 
landscape architect has an interest in the company. It's 
@ transaction. So that's --- : 


Mr. Bell: All right. Forgive me, Mr. Chairman, 
I'd really like to get these because it is very helpful. 
When the Committee goes to examine those two 
relationships in the context of the guidelines, if you 
were part of that process, what types of information 
would you want to know about and can I just list -- would 
you want to know and satisfy yourself what the nature and 
extent of the services that Mr. Caplan was rendering to 
the Wyda Corporation? 


Ns Eberts: I quess the main question I would 
ask is what is his real relationship with the company, 
because you can look at the documents and you can look at 
what's actually going on. If I were approaching this as 
the Assistant Deputy Minister in the Department of the 
Attorney General being consulted about a conflict of 
interest, I would want to find out what is the real 
relationship that exists between him and the company and 
look at it in its various ramifications. 
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Mr. Bell: But you would also want to know what 
he really did in respect of the Wyda matter, wouldn't you 


Ms Eberts: Yes, I would --- 


Mr. Bell: --- as, or on behalf of Yryda 
Corporation? 


=" Ms Eberts: Yes, I think that's quite a sensible 
question --- i 


Mr:  Polsinelli: Would you be concerned, Hs 
Eberts, as to whether Mr. Caplan or his company was 
adequately compensated under the first arrangement? 
Would you also be concerned as to whether adequately 
compensated under the second arrangement in determining 
what his relationship was with Wyda? Would compensation 
for the fee for service come into consideration in 
determining what the relationship was between Wyda and 
Damaza -- or Wyda and Caplan? 


Ms Eberts: I think the second way you phrased 
the question is the relative one in the sense that the 
nature of the conversation, both in its amount and its 
type, 1s) relevant to the nature of the relationship. I 
don't know whether I would focus on the dollar amount 
that was passing between the people as ultimately 
disposited items. I think I'd look at just the package, 
if you will. 


Mr. Polsinelli: Well, in dealing with that 
package -- Mr. Chairman, I apologize because I am going 
on a lot longer than I intended to -- but in dealing with 
that package, and in determining whether or not it was 
purely a fee for service arrangement, would you not want 
advice from other members in Mr. Caplan's profession to 
determine whether or not under the first arrangement the 
2000 per month fee was adequate compensation and was what 
the market would bear, and whether the $000 per month fee 
was adequate compensation for someone with his skill and 
capacity and ability? 


Ms Eberts: I think it would be useful to look at 
the market rates for compensation, but I would like to 
look at the market rates for compensation in this 
business, again in light of the total package, as I said. 


Mr. Polsinelli: Thank you very much, Mr. 
Chairman. 
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The Chairman: Thank you. 
Mr Pope? 


Mr. Pope: Thank you, Mr. Chairman. 

Ms Eberts, last night you claimed a 
solicitor/client relationship -- and maybe I can go back 
to that -- and therefore that certain information was 
protected by confidentiality. 


The question I asked last night and I want to 
put on the record that any subsequent questions will not 
be to ask you to produce documents -- just so you 
understand where I am heading, I am not going to ask you 
to produce documents that were given to you by members of 
the Liberal caucus or prospective cabinet ministers --- 


Ms Eberts: I understand that. 


Liter Opes Okay. Can you tell me where 
individual members of caucus and prospective cabinet 
ministers filled out information forms which they 
delivered to you and you were available discuss potential 
problems with them -- and there is nothing unusual about 


that -- what happened to those documents? 


Ms Eberts: The originals of the forms and any 
reporting letter that I did -- and you have an example of 
the reporting letter that I did for Mrs. Caplan -- the 
Originals of those went back to the person in question. 
The office copy, if you will, the carbon copy or the 
photocopy of the form -- for each person who consulted 
me, I have made up, by my secretary, a brown envelope, 
and into that brown envelope is put the office carbon of 
the letter and a photocopy of the form that I had 
returned to the person in question. The envelope was 
sealed, and on the outside of the envelope was written 
the name of the person whose documents were within it. 


There was a set of envelopes as a result of this 
process, 611 sealed, and each with 6 name on the outside. 
Those envelopes were put inside a double set of accordion 
folders, put in and then another accordion folder put on 
top, and they were bound up -- the accordion folders were 
bound up with tape and there was an identifying logo put 
on the outside -- I can't recall what it was; it was ny 
name and documents from office review, or whatever, just 
so that it could be found. 
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I would not want to keep these documents in ny 
own files because of their highly sensitive nature. I 
returned them to the office of the then, by that time, 
Premier, with a request that they be stored on my behalf 
in @ vault to which they have access. I'm not sure which 
vaulLit as. 


I have checked to see -- and the request was 
that none of those documents ever be opened by anyone but 
myself, because they were my documents, and they were 
confidences that had been given to me. - 


I have ascertained that those documents are 
still in storage as I had requested, and they are all 
still sealed, as I had requested. The only exception is 
that one. 


The document that I sent to Mrs. Caplan has now 
been retrieved and has been produced to this committee 
because the Caplans have waived their solicitor/client 
privilege. All the others still repose in the manner in 
which I told you. I assume that the other covering had 
to be broken in order to get Mrs. Caplan's letter, but ny 
information is that all the inner envelopes are still 
sealed up, as I had asked that they remain. 


Mr. Pope: Was there a letter of delivery to the 
Premier setting out the conditions? 





Ms Eberts: There was not a letter of delivery 
setting out in a formal fashion those conditions. I made 
those arrangements with Mr. Ezrin, and it was done by 
word of mouth. I had his assurance that they would 
remain confidential and I relied upon that. 


fren PPope : Then if you considered those 
documents to be yours as a solicitor, then why would you 
send them to the Premier's Office? 


Ms Eberts: They were put at that point in the 
vault for safe-keeping. The arrangement that I have in 
my office -- and I have several filing cabinets of my own 
-- and then we have the firm vault as well, into which 4 
mumber of persons in my firm have access, as is the case 
in most offices. There sre clerks that run our vaults 
that also -- it's conceivable that other people could 
have access to it. 
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I was concerned that the documents night. 
through inadvertence, be disclosed. I was very sensitive 
about their confidentiality and the harm that could come 
to the individuals concerned, and considered that the 
safest place for their safe-keeping would be in 4 vault 
at Queen's Park with a personal undertaking from the 
Principal Secretary to the Premier that they would he 
kept confidential. 5 


Mr. Pope: Why wouldn't you just destroy them? 


Ms Eberts: Why wouldn't I just destroy them? 


Mr.-Pope: It's the best way to preserve their 
confidentiality. 


Ms Eberts: I suppose that was an option open to 
me, but I decided that it was not suitable to just 
destroy the documents that they had given. The document 
that I produced to you from Mrs. Caplan in this hearing, 
is in fact my file copy of that letter. I think that it 
is unfortunate in some circumstances if people have to 
say. "Did you receive a letter?”,. and “Where is it?", "Oh 
it was lost or destroyed". I don't think that that 
creates & very good impresssion: so that I thought that 
it was more in the interest of the people who had 
consulted me that there be a record copy of the 
information that had passed between us. But I was most 
alive to the possibility of harm that could result from 
not having them kept in the safest possible place. 


Mr. Pope: I think we all that you have been 
forthcoming in terms of the documentation that you have 
given to this commitee, and all of the documentation that 


we now have from your office. Do you know who has access 
to the Premier's vault? 


Ms__Eberts: My understanding is that those 
documents are being kept confidential and in safekeeping 
by Tir. Ezrin himself. 


Yr. Pope: And that no one else has access to 
then. 


lis Eberts: That's my understanding. 
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Nir. Pope: If I could ask a specific question 
with respect to the Caplans' documents. Is there any 
difference between the Caplan information given to you at 
the beginning of this process, and the documents filed 
with Blenus Wright? 


Ms Eberts: I would have to look at the 
documents filed with Blenus Wright. If you have them here 


Mr. Bell: Would you look to tab number H, and 
lir. Pope, you're going ta have to select-- if you recall 
there were two filings --- 


Mr. Pope: Yes. 
Mr. Bell: --- page nine is the document 
prepared as of January of ‘66, and then if you go, I 
think it's page 13. you'll see the filing as for March 
1966. I believe that's the two dates. I think for Ms 
Ebert's purposes, the first filing might be the more 
relevant because the only difference is the abolition of 
the Taurus Company and Mr. Caplan's current position --- 


Ms Eberts: I'm sorry. I've got the bundle, but 
I'm not -- I don't have the page numbers that you're 
refering to; so I don't know which one you're asking he 
to look at. 


Mr. Polsinelli: It's the last page. it's page 
thirteen. 


Ms Eberts: Is this the one? 


He ‘Belk: The easiest thing is to find the 
letter dated January 6th '86, and turn the page. 


Ms Eberts: Based on my recollection, the first 
thing that I notice is that the pages are turned around 4 
different way. The forms that I asked people to fill out 
were all sideways, and Mrs. Caplan did disclose to me 
thet she had an interest in some Royal Bank shares. 
Preferred shares. I think it was Royal, but I'm not sure. 
It was a bank: hut she was then advised to sell or put 
them in a blind trust, and she has indicated here she has 
no shares in public corporations placed in trust. 50 I 
assume that she sold them. They don't show up on here. 
but they did show up on the original one for me. 
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Mr. Pope: Are you aware of any change in the 
information next to Damaza Consultants Limited? 





Ms Eberts: She shows on here Damaza Consultants 
that it's a private active company, and that she holds 
two voting shares. 


Mr. Pope: That appears to be what it shows. Mr. 
Wright got into some discusion with commitee; in effect, 
Mr. Caplan previously, in other documents, had disclosed 
he had two voting shares, and there was some discusion 
about whether or not there was three or two, and what 
happened to the extra share. 





The information you had from your own notes from 
the June 24th '65 conversation was two shares were owned 
by Iir. Caplan and one by lirs. Caplan. 


Ms Eberts: That's my recolllection also of what 
she told me in the meeting I had with her. 


Mr. Pope: And you can't recall what she wrote 
on the information forms that you obtained in May/June of 
‘a5? 





Ms_Eberts: I'm trying to cast my mind back, and 
picture --- 


Hr Bell: If you look to your tab 10, your 
note, presumably June the 24th, you've made some entries 
right at the top of the first page as for her holdings, 
or -- and presumably her husband's holding in Damaza. 


Ms Eberts: I'm trying to picture the form that 
she put in and I think that she did actually say that she 
did have one share in Damaza, in that form. But I don't 


recall it being formulated. There was -- because it was, 
if you will, an exercise -- there was less detail than 
you see here. I don't recall, for example, the 


designations 'inactive' and ‘active' being used. I think 
it was an indication that there was one share in this 
private company that was in the consulting business. 


Tir. Pope: But you can’t recall the information 
on the form that she filled out in May or June, and it's 
no longer in your possession in any case? 





Ns Eberts: I think it was one share, and it was 
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in a private company, and in was in the consulting 
business, but it wasn't designated as active or inactive. 


. Mr... Pope: In light of the answers to the 
questions that you -- that Mr. Polsinelli posed, why was 
it necessary to send, in writing, your advice of July the 
Sth? 


Ms_Eberts: The process that we were going 
through in that period was a fairly compressed one as far 
as time was concerned. There was a mass of detail that 
everyone was dealing with. I was very impressed with the 
Willingness of people to stay on the right side of the 
guidelines. I thought it would help if they had a piece 
of paper with a form of checklist, almost, that they 
could use as an aide-memoire to go down and record the 
conversations that we have had. So that it was intended 
to be helpful to them, and something that they could use 
to get themselves organized. 


Mr. Pope: Did every cabinet minister get 4 


Samileraaetter? 
Ms Eberts: No. 
Mr. Pope: How many cabinet ministers did? 


Ms _Eberts: I can't recall actually. Not 
everybody availed themselves the opportunity to consult 
with me, and I don't have a detailed recollection of who 
did and who didn't. 


Mr. Pope: By July the 8th, 1985, Blenus Wright 
was responsible for the administration of the conflict of 
interest quidelines. You yourself indicated that you 
were on a temporary timetable and were pulling aut. Why 
would you not leave it to Mr. Wright to give the formal 
advice on behalf of the government to the ministers? 





Ms Eberts: Well, Mr. Wright was going to give 
the formal advice on behalf of the government to the 
ministers. There was contemplated, the stage that the 
changes to the guidelines that were going to be made, 
would be wade in a formal way. Those guidelines would be 
sent to Mr. Wright. lr. Wright would go through the 
exercise of sending the letters to the cabinet ministers, 
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the package, that would be the updated version of the one 
of the one I've produced to you, and he would ask them to 
fill out all these forms and send them back into hin. 


But that was going to take place probably August 
or September. In the meantime, if people had indicated a 
willingness to get themselves onside, and were taking the 
steps ta get themselves onside, even if Mr. Wright hadn't 
yet formally entered the picture, then there didn't seen 
to be any reason why they should put their compliance 
efforts on hold, waiting for Mr. Wright. They could go 
ahead with then. 


Mire Pope; (il) would: like® toa: turn@toe tab aSict 


your documents. Who told you that Ir. Caplan did not 
write that letter? 


Ms Eberts: Mr. Caplan. 


linger Ope a eli. scapular When did he tell you 


that? 
Ms Eberts: Oh, it was fairly recently.. 


Mr. Pope: Did you have 6 meeting with Mr. 
Caplan recently, with respect to giving evidence in front 
of this commitee? 


Ms Eberts: It was necessary for Mr. and Mrs. 
Caplan to consider whether they would waive their 
solicitor-client privilege, and I considered that before 
they could do that. they had to be aware of what the 
Situation was. I understand they did have advice to the 
Situation, and they authorized me to waive the privilege 
with respect to the documents I had. 


. In order to put them in the picture about what a 
waiver of privilege would constitute, I produced to them 
the documents that I had, thst I regarded that have to be 
disclosed to the committee pursuant to its subpoena. And 
in the course of doing that, I did meet with both Hrs. 
and lir. Caplan to let them see the materials that I had. 


fir. Pope: When was that meeting? 
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Ms _Eberts: Oh, it was, I think, the day of or 
the day after the subpoena. I think I spoke with them by 
phone the day I got the subpoena, and I met with then 
both in person the day after. 


lr. Fope: Did you discuss at that meeting -- 
that puts it about a week and a half ago, by the way -- 
did you discuss with them at that meeting spproximately a 
week to a week and a half aga anything other than a 
solicitor/client privilege? 





Ms Eberts: I don't understand the question. ‘ 


Mr. Pope: Was there anything else concerning 
your testimony and their testimony discussed at this 
meeting that you held with them other than their privi- 


leges and the production of information? 


Ms Eherts: We went over the documents that I 
would be obliged to disclose, and we also went over the 
meetings I had with them that I would be obliged to tell 
this committee about. And I had to tell them what 
evidence I would have to give pursuant to the subpoena 
that I had received. And I did that so as to allow them 
to consider whether they'd waive the privilege. 


live S2Pone.. Was there anyone else at that 


meeting? 


Ms Eberts: They had a solicitor present at that 
meeting. In the telephone conversations, obviously, 
there was no other person present. I had a solicitor 
present, and there was a student from my office present 
at one of these sessions, their solicitor was present, 
and I believe they had some -- there were people there 
whom I thought were Mrs. Caplan's confidential aides. 
But that was only for a very small part of one of the 
meetings. 


Mr. Pope: There was more than one meeting. You 
said, "at one of the sessions". 





Ms Eberts: Okay. Tt was, if-tyour will: “« 
rolling meeting. I began the meeting with Mr. Scott, who 
is my solicitor, and Mr. Caplan, and then came up to the 
Legislative Building to continue the meeting with the 
Caplans' solicitor: Mrs. Caplan, ny student was there, 
and for the latter part of that meeting there were some 
-- Mrs. Caplan's people were there. bute there wereenoie- 
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in that discussion, as I recall -- the business was over 
by that point that I had to conduct with the Caplans. 


Mr. Pope: Who else was there? 


Ms Eberts: Who else was there? 


Hr. Pope:’ *iessy "You said’ other “peopie-2en vic 
were the other people? . 


Ns Eberts: I told you about Mr. Scott. 


Mr. Pope: Yes. 
Ms Eberts: The student from my office whose 
name is Heather Crawford. 


Hr. JPopeso Yes. 


Ms__Eberts: And at the conclusion of that 
meeting, there were Mrs. Caplen's -- I think there was 
Mr. Webster. 


line Popes irs Webster. 
Nis Eberts: A woman who works for Mrs. Caplan 
was there. 


Mr. Pope: Who else? 


Ns _Eberts: At the end of that meeting, after 
all the discussions had finished and the Caplans had 
taken the decision to waive their privilege and permit me 
to talk to this committee, the advice that I had been 
Suthorized to talk to this committee was given to Nr. 
Goudge wha I understand is representing the Caucus. 


Mr. Pope: Mr. who? 





Ns_Eberts: Nir. Goudge, Stephen Goudge, from 
Gowling and Henderson. 


Mr. Pope: Representing what caucus? Oh. he's 
representing the Caplans? That would be two different 
lawyers representing the Caplans. Hr. Goudge represents 
the Caucus, as far as you know? 
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lis Eberts: That's ny understanding. 
Yir. Pope: Who else was there? 
Mis Eberts: What? 


Nir. Pope: Was there anyone else there, other 
than the people you've just listed? 





Nis Eberts: At the conclusion, when the decision 
about the waiver of privilege was finalized, there was 4 
very brief attendance by the Attorney-General. It was 
very short. 





Br feppaiilir .Scott: 


The Chairman: I'm sorry, Mr. Pope. I'n going 
to have to jump in. 


Mr. Wildman? 


Mr. Wildman: I'll be brief. Just following 
along on what Mr. Pope said, could you complete the list 
of people who were --- 


Ms_Eberts: I think I have, actually. 


Mr. Wildman: You've given all of them? All 
right. 


Ms Eberts: The discussions that I had with the 
Caplans about my evidence were restricted to myself, Hr. 
Scott, my student, their lawyer, and themselves. The 
news that they were going to authorize me to waive the 
privilege was then communicated in a meeting that had the 
other people that I mentioned at it. 


Mr. Wildman: I just want to get some clarifica- 
tion of the testimony that you gave last night. I found 
it fascinating, and, frankly, had some difficulty under- 
standing the definitions of words. 


Could you turn to tab 10(a), which is your 
letter of July 8th to Mrs. Caplan? and you've talked a 
little bit this morning about hindsight, and how you can 
judge what you might have said or should have said in 
hindsight. But 2d like toitalkia litite bitveabont fore- 


sight. 
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In your statement here: “As you are also awere, 
Blenus Wright and I have advised Wilf that contact by 
Damaza with agencies of the Ontario government looking 
for investment capital would present difficulties, even 
if he does not take an equity in the clients benefitted 
or sought to be benefitted. " 


Surely, in making that statement to Mrs. Caplan 
that if Damaza was dealing with agencies of the Ontario 
government, looking for investment capital would present 
difficulties, you were foreseeing questions being raised 
either in the media or in the Legislature, or perhaps 
even this type of process. 


Ns Eberts: Well. I wasn't as blessed with a 
particular foresight as you're suggesting. What I was 
concerned about was that if he did go to the agencies, 
sort of knocked on the door and said, "Hello, there. I'n 
Wilf Caplan, and I'm representing Wydea, and I'd like to 
talk to you about some money," if that was sort of the 
Main contact that they had, I thought that it could well 
be open ta misconception, and that's what I was con- 
cerned about. 


Now, whether -- I can say to you that I did not 
Clearly have an anticipation that there would he this 
sort of process -- but I did say that it would be open to 
misconception, and that's when I said --- . 


Mr. Wildman: Now, when you said difficulties, 
you meant difficulties for Mrs. Caplan. 


Ms Eberts: Yes. 


Nr. Wildman: And I suspect you also meant poli- 
tical difficulties. 


. Nis_Eberts: Well, I'm a lawyer, not a politi- 
clan, and yet some element of political difficulties did 
come in there. I thought that she would probably be more 
aware of that than I, but that was an element of what I 
was talking about. 


Mr. Wildman: And earlier this morning, you 
talked about the need to -- you differentiated between 


what might be called an actual conflict of interest and 


= 


39 July 3, 1986 


(Mr. Wildman) 
acting stupidly. 
Ms Eberts: I think I used those two terms. 


Mr. Wildman: Now, would you not agree that. 
politically, it is the responsibility of a cabinet 
Minister not only to avoid real conflict of interest, but 
also to be competent? 


Ms Eberts: © ¥Yell, inthis’ connection, I° think 
that what I had in mind there was that a cabinet minister 
would not -- I mean, nobody likes to be in a situation 
where they're going to be vindicated on technical areas 
that have a lot of grief in the press. And that may 
arise even though the minister is very competent. All it 
takes 18 one person to raise the issue. And it may be 
that that person turns out to be wrong about what was 
going on, but nonetheless the minister and his or her 
family and associates have endured the problem of vindi- 
cating himself or herself. And that's just extra grief 
that nobody needs. 


My. Wildman: In that type of vindication which 
you envisage, they would be vindicated in the sense that 
they would be shown not to have been stupid as vwell. 


Ms Eberts: Well, I think a person can get into 
this sort of difficulty even if they're not stupid. 


Mr. Wildman: All I'm asking -- all I'm asking 


Ms Eberts: I'm not suggesting for 4 moment -- 
and let me make this very clear -- that I'm levelling any 
suggestion that Mrs. Caplan's behaviour --- 


Mr. Wildman: Oh, I wasn't suggesting -- I'n 
just interested in this little exchange in terms of the 
words that are being used, because you said you weren't 
using word games, and I understand that. You would 
agree, then, that it is the responsibility also of the 
Premier ta ensure there are not conflicts of interest, 
and to ensure, not only legally, but politically, that 
the winisters of his Executive Council do not get then- 
selves into stupid positions that could harm the govern- 
ment. 
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Ms Eberts: Well, I think that there would pro- 
bably be unanimity in this House on that. I don't think 
that the Premier, or a Premier, however wise, can prevent 
every issue from arising. 


Mr. Wildman: Particularly if the cabinet 
hinisters are stupid. 


Ms _Eberts: No, that's not what I said. Z 
always tell my clients, when I'm giving them legal 
advice, that no lawyer can prevent a lawsuit from being 
brought, because there are sometimes bad law suits that 
are brought. 


Mr. Wildman: Oh, sure. Oh, certainly. 


Ms Eberts: However, & lawyer can give you. 
advice as to what lawsuits are likely to be --- 


Mr. Wildman: All of us here would agree that 
people in the Opposition who might level charges can also 
be stupid, but --- 


Ns Eberts: Well, I would say that is true in 
this case. 
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ir. Wildman: But I'd like to now move to your 
other suggestion last night about back room as opposed to 
front-line negotiation and, as I said last night, it 
seems to mé, as & non-lawyer, it really, honestly seems 
to me far better to be upfront than hiding in a back 
room. But since you indicated that you thought that it 
was better to be removed, don't you see the possibility 
that} iv susing “your veargument’ thats af Mres Caplan. for 
‘instance, is not directly himself negotiating on behalf 
of Wyda with a Government agency, but may still have a 
relationship with Wyda as a financial consultant and be 
advising them during the period when someone else fron 
Wyde is negotiating with the Government, that you may he! 
advising the Government on guidelines that are set up in 
such a way that anyone, through the setting up of a third 
company, could indirectly deal, continue dealing with the 
Government as long as it wasn't upfront? 


Ms Eberts: I understand your suggestion and I 
think that one of the reasons why I earlier said that in 
assessing whether there is a breach of the guidelines, I 
would like to look at what is the real relationship 
between any particular person and the company that has 
the relationship with Government. I think that you 
always get into situations where there are formal rules 
about what you can and cannot do, that there will be 
possibilities of setting up companies or devices to try 
and circumvent then. 


But I think that the attitude with which I 
approach this is that if you have people who have gone 
into public life, who have run for office, who have put 
up with all the inconvenience and the sacrifice that you 
have to have to get into public life, obviously they want 
to stay there and are prepared to give up certain things. 
So I approach the conflict of interest issue on the basis 
that most of the time you are dealing with people who, 
themselves, are dealing in good faith. 


Mr. Wildman: All right. You. yourself, though. 
in this particular situation that we are considering. 
were umable to analyze the real relationship between Mr. 
Caplan and Wyda, which was negotiating with IDEA Corp. 
subsequently, because you did not know that Mr. Caplan 
was a Vice-President of Wyda? 


Ms Eberts: When I met with Nr. Caplan and with 
Mr. Wright on that particular day, as I understood it, it 
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was & reasonably new relationship. Wyds was the first 
client for Damaza. I believed at the time that we had 
all the material facts. 


Mr. Wildman: But in fact you didn't? 


Ms Eberts: Well, I have no information to this 
day that he was on the day that_he talked to me a 
Vice-President of Wyda. A couple of people here today 
have made that suggestion but I have no evidence that 
that was the case. That may come out in your 
proceedings. He may have, for all I know, become a 
Vice-President later but that's something that this 
committee will have to deal with. 


Mr. Wildman: All right, we can deal with that. 
but the fact is that in determining if you were in 4 
situation now of determining whether Mr. Caplan in fact 
had a real relationship with Wyda, which was negotiating 
with IDEA Corp., a Government agency, you would have to 
analyze what, in fact, his duties were and what his 
interest was in the company as Yice-President. 


Ms Eberts: I think that it is always useful and 
successful in approaching conflict of interest questions 
to try to get as much information as possible. Sometimes 
people will tell you what they think is significant and, 
yet, as the advisor, you have to make your ow decision 
about what is significant. So you really do have to try 
to get as much information as you can. 


Mr. Wildman: We will be dealing with that, Mr. 
Chairman, the question of when, in fact, Mr. Caplan 
became a Vice-President of Wyda. 


Could you turn to Tab 159 That is the draft, as 
you describe it, of the letter from Mr. Caplan to Irs. 
Caplan, dated August 6th. When you saw that in your "In" 
basket and you read it, how did you interpret this 
statement: "When Damaza attempted to withdraw from its 
engagement with Wyda Systems Canada Inc.. Wyda requested 
Damaza continue its consulting relationship with Wyda on 
an internal basis only with no contact whatsoever with 
any Ontario Government body"? Did you interpret that to 
mean that Mr. Caplan, that is Damaza, had attempted to 


43 July 4, 1986 





(Mr. Wildman) 


sever his relationship with Wyda and that Wyda had 
requested him not to do that? 


Ns_Eberts: My impression as I read that letter 
and it came in and I read it reasonably quickly and had 
it tucked away in this file, was that he had had some 
discussions with them pursuant to the advice we had given 
him at that time, that is, he couldn't do what he wanted 
to do and that they had asked him to stay on doing what 
we had told him he could doa. 


Mr. Wildman: But what he wanted to do, did you 
interpret what he said here to mean that what he wanted 
to do was to sever his relationship with Wyda? 


Ms_Eberts: When I looked at ‘engagement’ and 
again revealing myself, in a fairly short span of time 
here;ewl Sdidnit “sit down: andparse this letter likewe 
grammar exercise; the engagement that I thought was at 
issue when he was writing this letter was the one as he 
had described it to Mr. Wright and me in that meeting. 
with all its ramifications. 


Mr. Wildman: OKG¥e lu eoduse CL OSee OL feu. Ike 
Chairman, by I am intrigued by your definition of ‘sever' 
as described in your July 8th letter. ‘So in looking at 
that, I consulted with the Oxford Dictionary, this is a 
1957 edition so there may be changes since, I'll admit. 
It goes on at great length, Mr. Chairman, I won't bore 
the committee and the witness with all of the 
definitions, but I'll just read a couple into the record 
and I'd like you to tell me which, if any, of these 
corresponds with your understanding of the word ‘sever’. 
"To pull apart, set asunder"; "To part or remove by some 
technical process from another with which it 1s combined 
or mixed": "To set apart or segregate": "To divide into 
parts": "To part or divide suddenly or forcibly": phi hs 
cut in two, cleave or rend asunder": "To break up, 
scatter, disperse"; "To part by violence from the rest"; 
"To separate suddenly and forcibly, to cut, tear or pull 
off": "To divide into independent parts"; "To make 3 
separation or division": "Ta go away partly sundered : 
"To be separated, quit each other, go asunder": To 
part, become divided, be separated into parts". 
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Now, all of those, one way or the other, say put 
apart, to separate. Now, is that your understanding of 
the word ‘sever'? 


is 2eEperts, Well, you've given me a lat to 
choose from there. I suppose --- 


Mr. Wildman: Well, I could read from Milton and 
Tennyson as well, but I won't. 


Ms Eberts: I suppose I could give you a short 
answer and say ‘cut'. 


Nr. Wildman: ‘To cut'? 

Ms Eberts: Cut. 

Mr. Wildman: So when you wrote the letter July 
8, you understood that what Mr. Caplan had advised was 


that he would cut. off, I =will “use the word> “the 
relationship between Damaza and its present client Wyda? 


Nsom Eberts:: The srelationshipiaithat the (had 
described to Mr. Wright and to ne. 

Mr. Wildman: The relationship that you were 
avare of? 

Ns __Eberts:; The relationship that he had 
described. 


Mr. Wildman: Exactly. And you were aware of it 
and you have told us that you weren't aware that he might 
have been a ¥ice-President of the company. 


Ns Eberts: That didn’t? come Sup? itini&the 
discussion that I had with him and Mr. Wright. 


Mr. Wildman: But you were aware that he was a 
consultant to the company and you were aware then, when 
you wrote this letter, that he was severing this 


relationship as 6 consultant, to Damaza as a consultant 
to Wyda? 


‘Is Eberts: Well, Damaza as a consultant that 
was going to take equity, that was going to take a 
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contingent fee and that was going to be the frontman for 
the. -- 


ef 4 Mr . Wildman: Why are putting those 
qualifications on it now when you did not in your letter 
of July 8th? 


Ds Lue. Gs; Because when I was writing this 
letter and when I had the meeting with Mr. Caplan, there 
was, as far as I was concerned, one relationship at issue 
and it was the one that he described to me. As events 
have unfolded since then,. there appear to be several 
different relationships, or several ramifications of this 
relationship, and so -- and you indeed are even raising 
another different element now of the one that we had 
discussed. 


Mr. Wildman: I am raising the element of the 
consultancy. 


Ms Eberts: IT cthink. thatcrit. istaireetoe Tr, 
Caplan and to the process that we went through for me to 
insist that the information and the advice that I gave 
him be put in context, and it's in the context of the 
situation as it was at that time when I wrote that 
letter, not as it developed thereafter and not as it 
emerged thereafter. 


Mr. Wildman: I understand that but you will 
agree that Mr. Caplan, Damaza, was acting as a consultant 
to Wyda. And you were aware of that. 


Ms Eberts: It was acting as a consultant in a 
certain configuration. 


Mr. Wildman: And that he was attempting to 
obtain capital for Wyda and one of those routes that he 
might use would be to obtain capital from a public 
agency? 


Ms. Eberts: That's what he told us. 


Mr. Wildman: Exactly. So when saying you 
understood that he was going to sever, you were talking 
about his role as a consultant to Wyda, attempting to 
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obtain capital for Wyda? 


Ms. Eberts: I'm sorry to be so tiresome about 
this but I was talking about the relationship in all the 


ramifications in which he presented it to he. He did 
not say. "I am a bare consultant to Wydea. I get a fee 
for, “SEYrvicewiande (do) aks as He said, "This is the 


relationship I have with Wyda" and we told him that that 
relationship could not continue. And it was the one that 


Mr. Wildman: My problem is that it seems to me 
that you don't mean sever, at least now you don't mean 
Sever. You mean change. If everything you have said 
- just now related to a sentence which says he had advised 
that he will change the relationship between Damaza and 
his present client, I would understand it, but it doesn't 
say that. It says ‘sever'. 


Ms Eberts: Well, as I told somebody earlier in 
these proceedings, we did not have with Mr. Caplan a 
discussion in which we explored ways in which he could 
change his relationship. That was not on the table. Ve 
did not say to him, ‘Change it, go this way. go that way, 
go the other way'. 


Mr. Wildman: You said 'sever'. 


Mis Eberts: And so I would not say in the letter 
‘change'. I was trying to reflect the discussion. The 
discussion was about a particular relationship and we 
said, 'Get rid of it. Don't have that relationship’. 


Nr. Wildman: And part of that relationship was 
consulting with Wyde, for Wyda? 


lis Eberts: Well, there was a relationship there 
that had a number of aspects and we said it couldn't 
continue that way. 


ir. Wildman: No, that's not what you said. 


The Vice-Chairman: You're putting an incredible 
construction on the wording of this letter. 
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lis (EDeLius. fan” not building a construction, 
with all due respect. The construction is being built by 
the members of this Committee. 


The Yice-Chairman: Well, I'm sorry. That's the 
way it looks to ne. 


The Chairman: Order, please. 


Vir. Wildman: Mr. Chairman. I will just close 
off. I have looked extensively, I'll admit it was only 
one dictionary. I could have gone to Webster's, I could 
have gone elsewhere for a meaning of ‘sever' which could 
mean change. 


The Vice-Chairman: You could have looked up the 
word 'perceived'. 


Mr. Wildman: Anal scanst finds 2. It just 
doesn't apply and I think whatever kind of construction 
the witness is putting on it now or even I suppose argues 
that she meant when she wrote the letter, the fact is she 
said ‘sever’, not ‘change’. 


me=Chatrman*s All “right. “ir vard: 


Mr. Ward: Thank you, Mr. Chairman. I want to 
follow up on a couple of points made by Mr. Philip and a 
couple of points by Mr. Wildman. | 


First of all, with regards to the issue as to 
whether or not Mr. Caplan was an officer of the company, 
whether or not Mr. Caplan's title presents difficulty in 
terms of the guidelines or whether or not it's his role 
that presents the difficulty -- and I think we had a 
discussion of this last night -- what difference does it 
make whether he has the title of Yice-President in terms 
of the guidelines? 


Ms Eberts: Well, I think you have to look at 
the nature of this relationship with the company that has 
the relationship with the Ontario Government. It may be 
thatiyvou find that this is just --- 


Mr. Ward: What is the relationship? Is it the 
role that he's performing or is it a title that he has? 
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Ms Eberts: Well, sometimes it's both. You have 
to look at all.of. the. factors,. I.think. but. .vouscan t 
just look at the formal aspects of how the relationship 
presents itself. You have to look at what it is as vell. 


Mr. Ward: If I. can go back to the guidelines 
that -- the draft document or whatever it was where you 
suggested what the guidelines should be and you made a 
reference to apparent conflicts of interest, and I think 
you indicated that it was a case of being, or of not 
being stupid, I suppose. and your definition of that was 
not doing something that lands you in ‘hot water'. Haw 
do you define ‘hot water'? What is ‘hot water'? 


Ns Eberts: I think your counsel has answered 
the question. 


Mr. Ward: Is the making of an allegation ‘hot 
water' politically? 


Ms Eberts: In answer to I think it was Hr. 
Philipis question, ¢l.did .cowinto) thiSmauslitt Le bt ceed 
recall that now, saying that you may get yourself into s 
situation where someone raises an allegation about your 
conduct. You know, even if it's a “three-day wonder" in 
the press, you've been through the aggravation of having 
it in the press or raised in the House. You may 
ultimately be totally vindicated and somebody may say. 
"Right, everything you did was perfectly fine but Ra ve 
still gone through the grief. 


Mr. Ward: so an allegation can mean apparent 
conflict of interest? 


Ms Eberts: Well, any allegation of a conflict 
of interest, I would suggest, is made because the person 
who brings the allegation feels there's an appearance of 
conflict of interest. 


The Chairman: I am obligated under the standing 
rules to adjourn the Committee to attend the House to 
participate in the vate and then I think we have to come 


back. So as soon as the vote is completed, I would ask 
the members to reassemble. 


Ns Eherts: When will that be? 


49 July 4, 1986 


The Chairman: In ten minutes. 


--- Upon recessing at 12:03 p.m. 
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The Chairman: Come to order, please, and resume 
the questioning, Mr. Ward. 


Mr. Ward: Thank you, Mr. Chairman. 


Again, getting back to the guidelines that were 
available under Tab 10 and the reference to "an apparent 
conflict of interest" is, I think. the words you were 
expounding on -- appearances, and political hot water, 
and exercising judgment -- how does one define an 
“spparent conflict of interest"? 


Ms _Eberts: The difficulty I have with this 
whole process of talking about apparent conflicts af 
interest is that the approach that seems to be taken by 
some proponents of this view really says. if anybody 
thinks that there appears to be a conflict, there's an 
apparent conflict of interest. And that really is much 
too stringent an obligation to put on anybody. 


As I said before, I don't think it's really in 
anyone's interest to even talk about the concept of an 
apparent conflict of interest, unless you have identified 
in your system an arbiter whose opinion is going to be 
disposited on the question of whether there is an 
apparent conflict of interest. Who's going to be the 
official observer, if you will? 


Mr. Ward: Well, in your guidelines, there's no 
arbiter. In your guidelines, there's a perception test. 


Ms_Eberts: There's no arbiter in those guide- 
lines, and there is therefore no perception test. 


Mr. Ward: Was it your intention that there be a 
perception test? 


Ms_Eberts: No, it was not my intention that 
there be a perception test. 


Mr. Ward: So, clearly, then, the problem of 
optics is not a violation of the quidelines. 


Ms Eberts: The problem of optics is not on the 
quideline side at all. The problem of optics is quite 
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apart from the guidelines. It's not a violation of the 
guidelines. 


Mr. Ward: If I can ga back to your letter of 
July the 6th, you talk of severing the relationship, and 
then if I can refer you to your notes of your meeting 
with the Caplans -- if I could find it: I have it here -- 
at the bottom of the first page, your notes, 
“Arrangements with Wyda" -- I take it that's your under- 
standing of "the relationship -- small monthly amount to 
defray expenses. Damaza will receive per cent of 
financing raise and percent of equity in corporation. " 


And then, on the next page, at the very bottom, 
“Arrangement with present client", you only have one note 
in terms of what that arrangement with the present client 
is, and that is "receiving equity might be sensitive". 


Is that your understanding of -- is that what 
your concern was aver the relationship? What parts of 
that relationship did you find offensive in terms of the 
guidelines? 


Ms Eherts: The problems were receiving the per- 
centage for the financing raise, that is, the contingency 
fee, because that would give a person a real interest, if 
I can use that expression, in the success of the negoti- 
ations. And, secondly, with receiving equity in the con- 
pany, because an equity interest in 4 company is clearly 
the kind of interest that's within the description. 50 
that the contingency fee and the equity interest were 
ones that I thought were serious problems. 


Mr. Ward: Just a couple of final points that 
maybe relate to some smaller matters. 


With regards to the documentation that was sent 
out, the rough forms upon which cabinet ministers and 
prospective cabinet ministers were to list their 
holdings, the material that accompanied it included, I 
believe, the conflict of interest. Would you not confirm 
that the filings that were required indicated specific- 
ally that holdings were to include the holdings of your 
spouse as well as your minor children? 
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Ms Eberts: Yes. 


Mr. Ward: Okay. So therefore, if on Elinor 
Caplan's statement of holdings there appeared two shares 
in Damaza Consultants, that could in fact be her hus- 
band's two shares or her minor children's two shares. 


Dewnver vs: Tecan USPeCuLaLesr one tual. The 
information did say that they had to disclose --- 


Nr. Ward: But the intent wes clearly to dis- 
close the holdings, not only of yourself, but of your 
Minor children. 

Ms Eberts: Yes. 

Mr. Ward: Thank you, Mr. Chairman. 

Mr. Pope: Thank you. When were the information 


packages in the envelopes with the ministers’ names, when 
were they delivered to the Premier's office? 





lis Eberts: It would have been after they were 
sent out. lirs. Caplan's was sent out July the 8th. I 
don't know exactly how long a period they were being 
done, but it would have been after that. | 


Mr. Pope: Was it in 1985? 


Ms Eherts: Yes. 


Nir. Pope: Did you have a hand in drafting the 
new guidelines? 





lis Eberts: You mean the ones that now apply? 
Mr. Pope: The amendments. Yes. 


Ms Eberts: Yes. 


Mr. Pope: When did you do the work on the two 
smnendments? 


Ms Eberts: That would have been part of the 


transition exercise. It was finished up in August and 
September of '65. 
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Nr. Pope: Right. And the new guidelines were 
then sent around in September of '85? 





Ms Eberts: I believe so. 


Mr. Pope: Right. So you had in your hands the 
personal information of the ministers at the time that 
you were drafting the guidelines? 


Ms Eberts: Yes, I had them come into me. ss 
Mr. Pope: Yes. And so the guidelines that are 


now in effect did not pre-date information that you had 
in your possession concerning ministers’ holdings? 





Ms Eberts: The discussions I had with Hr. 
Wright about the problems with the old guidelines that 
turned up the two amendments had pre-dated my getting 
information from the cabinet ministers. 


Nye Pope. e8 Yes: 


Ms Eberts: In fact, when I talked to them the 
indication was that in these discussions that it was 
likely that there would be amendments on these two 
issues. And that pre-dated the information that came in 
from then. 


Mr. Pope: But the guidelines were amended and 
finalized and sent out after all of the personal 
information was there? 





Ms Eberts: The formal process was finished. 
lireePope:© 1 see: 


Ms Eberts: There was some paperwork to do to 
get the amendments in place, which was done afterwards. 
I think, though, that -- I started to say that the 
substance of the changes had been sketched in pretty well 
in their final form before I started getting information 
from people. 


Mr. Pope: Was there at this meeting that took 


eee 


Place a week and a half ago to discuss your privileged 
relationship with the Caplans and the documents you 
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indicated just previous to now that you would read the 
documents with the Caplans as well? Have you told the 
cobmittee everyone that was there now? 


lis Eberts: Yes. 


lr Pope: Were there any other meetings 
concerning your testimony before this committee? 


Ms Eberts: Noa. 


yee, Pope: Were there any telephone 
conversations with you concerning your testimony before 
the committee? 


Ms_Eberts: What do you mean? I have told you I 
had conversations with the Caplans. 


Mr. Pope: Okay. Anyone else? 


Ms Eberts: I asked Mr. Wright if he was going 

to testify before the committee and Mr. Wright told me 

that he was, and he told me what he had disclosed to the 

committee. I did have a telephone conversation with hin. 
Nr. Fope: Anyone else? 


Ms_Eberts: There was a telephone conversation 
with Tr. Goudge to indicate to him that I had to seek 
authorization from the Caplans in order to testify, and 
that was, I believe. fairly early in the process. 


Mr. Pope: Anyone else? 
Ns Eberts: No. 
ir. Pope: No one else? 


Did your solicitor have any communication with 
anyone else concerning your testimony? 


Ns -Eberts: I believe that I have told you 
everything that went on. 


lr. Pope: Can you explain to me why the 


35 July 4, 1986 





(tir. Pope) 
Attorney General was in on your meeting? 


Ms Eberts: He was told that the Caplans had 
waived the privilege: his appearance was very brief; and 
that was it. 


Mr. Pope: Now at this meeting you went through 
the documents; this is what you indicated to us earlier; 
you went through the documents. Did you discuss at the 
meeting a week and a half ago with the Caplans the 
interpretations or the letter of July the 8th that you 
sent ta the Caplans and Item 15, the letter that you 
received from, copy of a letter you received addressed to 
Mrs. Caplan from her husband? 





Ms Eberts: The letter of July the 8th was not 
before us at the time of that meeting, and the letter of 
August the 8th from Mr. Caplan was; that was one of the 
documents that they reviewed; and that was when Nr. 
Caplan told me that it had been a draft prepared, but not 
finally authorized to be sent. 


Mr. Pope: Did you discuss in that meeting a 


week and a half ago your letter, the communication you 
had with the Caplans on July the &th? 


Ms Eberts: No. 
Mr. Pope: No? 


Ms Eberts: I discussed that I had sent it and I 
asked them if they -- I didn't discuss the contents. I 
asked Mrs. Caplan if she still had it and she said no. 
And that was the end of it. Because I didn't have a copy 
of it then, either. 


Mr. Pope: Where did your copy come fron? 


Ms Eberts: I got it out of the file that I told 
you about. 


Mr. Pope: Out of the file. 


Is that the file from the Premier's of fice? 
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Ms _Eberts: Yes. 


Mr. Pone: Was there any discussion on any other 
documents at this meeting of a week and a half ago? 





Ms Eberts: The documents that I was going to 
produce to the committee were the ones that were 
discussed. 


Mr. Pope: Excluding 10(a), which is your July 
Sth letter. That was the only one that wasn't discussed. 


Ms Eberts: That wasn't before us, because Mrs. 
Caplan didn't have her copy and I didn't have my copy. 


Mr. Pope: Okay. Is it fair, if you look at 
document 15, which is the letter of August the 6th, ‘&5 
from Mr. Caplan to his wife, isn't it fair to assume that 
he interprets your July 6th letter as a withdrawal or a 


severance, a complete breaking of the relationship? 
Mr. Eberts: I can't make any assumptions. 


Mr. Pope: Well, you did in earlier questioning 
attempt to explain what that sentence meant when Damaza 
attempted to withdraw from its engagement with Wyda 
systems Canada Inc. Wyda requested Damaza continue its 
consulting relationship with Wyda on an internsl basis 
only. And you have discussed that, the meaning of that 
sentence, you have discussed with members of this 
committee this morning. And you attempted to put it into 
& context of your July the 8th letter. And from the very 
face of it there is a reaction hy Mr. Caplan on August 
the 6th, or by someone doing this letter on his behalf, . 
talking about withdrawal from its engagement and a 


continustion of a consulting relationship on an internal 
basis only. 


Doesn't that mean to you that they were 
attempting to sever their relationship, end it entirely, 


and then decided to continue on on a_ consulting 
relationship only? 


Ms Eberts: I told the earlier questioner to 


whom I think you are referring what passed through my 
mind when I saw the copy of the letter in my "In" basket. 


= 
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I did not, with all due respect to the deliberations of 
this committee, go over this letter with a fine-tooth 
comb, and I don't think I should do it nov. 





lr. Pope: Well, it is the interpretation of 
your letter of July the @th that appears to be central in 
this whole issue and Ir. Caplan's interpretation seems to 
be the same as some of the members of this committee. 

Ms Eberts: Well then, you should ask Nr. 
Caplan. 


Mr. Pope: We will. But your attempt to analyze 
the meaning of "withdrawal" in the context of your 
meaning of the word "severance" is what mystifies us, 
particularly in light of the last sentence of the first 
paragraph: “Damaza has continued its client relationship 
with Wyda on this new basis." He didn't say he severed 
his relationship and has 4 new relationship on 4 new 
basis. He says he has continued. "In the context of 
your letter of July 8th," he says he couldn't withdraw 
and he is continuing the relationship on a new basis. 


Bo acres nots It is exactly diametrically 
opposed -- oh, yes, it is. I am afraid you are wrong on 
that one. 

Mr. Wildman: You can't sever the change no 


matter what you do. 
Mr. Pope: Well, just two other points. PEC. 


Did you believe there was a potential conflict of 
interest problem on PEC? Is that why you discussed tt 


with Mr. Caplan? 


NserEberts: We asked Mr. Caplan about his 
business involvements and he told us about that: that 
came out in the discussion. 


Mr. Pope: Was there a conflict of interest 
problem with PEC? 


Ns Eberts: No,jenot> at that time, to sy 
judgment. 
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Mr. Pope: Then why was lir. Caplan told to have 
reference to Mr. Blenus Wright with respect to PEC? His 
only function is the conflict of interest quidelines. 


Ns Eberts: The reference in the letter was that 
if the situation deteriorated it might become necessary 
for him te consult with Mr. Wright. 


Nr. Pope: But>.lir--n¥right? asn.te @. private 
solicitor. He is in the Attorney General's office 
responsible for the conflict of interest guidelines. Why 
the goodness would he have access to Mr. Wright unless it 
was a conflict of interest problem? 





{inaudible interruption) 
(Mr. Pope} But she said no. 


Ms Eberts: On the basis of the information, 
which was not extensive, that I had at that time, it was 
not inconceivable that there would be issues af 
registrations and this type of thing that could involve 
some government agency. If some government agency gat 
involved in the situation it would be useful for Mr. 
Caplan to talk to Mr. Wright. 


Nr. Pope: What government agency did you think 
would get involved in this? 
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_ Ms Eberts: Well, I can't say exactly, but it is 
conceivable that some agency could be involved. 


Vir. Pope: Well, did you ever think that you 
would get involved in this situation? 


Ms Eberts: I did not goa into that situation in 
exquisite detail. I flagged it for them, and that was 
Lite 


Mr. Pope: So he was to contact Mr. Wright even 
though there was not a conflict of interest problem at 
that point in time, to your mind? 





Ms Eberts: That's right: because if you'll look 
at the letter, I'm talking about things thst might 
develop in the future. It was not going to be any use to 
them to come back to me if something developed in the 
future. They should go to the proper person in the 
government. 


Nr. Pope: So Mr. Blenus Wright should be a 
personal solicitor to the spouse of every cabinet 
hMinister who might have legal problems? 





Ms Eberts: That's not what I was suggesting. 
The choice, given the existing personnel, was me or Nr. 
Wright. I was indicating don't come back to me about 
this; go to Mr. Wright. Whatever other arrangements they 
might have made about legal advice was up to then. 


Mr. Pope: I don't blame you, but why wouldn' t 


you advise them to go to their own solicitor? 


Ms Eberts: Because, as I said before in these 
proceedings, if you go to your own solicitor, that person 
may not be as well apprised of the interpretation of the 
conflict of interest quidelines as somebody who has been 
doing it for several years. 


Mr. Pope: So you thought that there might have 
been a conflict of interest problem? 


Ms Eberts: I was saying that if there developed 
one in the future, they should go to Nr. Wright because 
he was the one with expertise. 


Mr. Pope: Okay, what information did you have 


eed 
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that led you to think that there could possibly be a 
conflict of interest problem in the future? 


Ms SEberts: The PEC had begun to have sone 
financial problems after Mr. Caplan left. 


Mr. Pope: Is that -- do financial problems with 
PEC relate toa conflict of interest? 

Ms Eberts: Well, I was not in possession of a 
wealth of information at that time. I was saying in a 
flagging sort of way, if it arises, go there. Now I don't 
think you can make much more of it than that. 


: Nr. Chairman: We have gone beyond the normal 
adjournment time. 


lr. Pope: I just have one last question. 
Mr. Chairman: Mr. Bell may have some questions. 
Hreenell Let si finish vith etn sone: 


Mr. Chairman: Well, what is the wish of the 
committee? 


Mr. Pope: I think we should finish. 
Mr. Chairman: Unanimous consent? All right. 
fine. Continue. 


ir. Pope: Ms Eberts, you've gone through your 
documents, and we've talked about this before, and I'd 
like you to take this index of documents that was 
Supplied by IDEA Corporation, and this is in view of your 
admonition that he, that Mr. Caplan accept a low profile 
role as a wide application to IDEA Corporation. And 
these are documents that have been put hefore the 
committee by IDEA Corporation. They are their documents, 
an agency of the government. And if you care to examine, 
if you want to take this and have a look -- exhibits 2. 





Ns Eberts: Just before we begin this, I gather 
that your asking me to look at certain selected 
documents. If you are going to ask me to draw any 


- 
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conclusions from looking at certain selected documents, I 
don't think that that would be fair. I think you're 
going to draw certain conclusions from looking at all of 
the evidence and I don't think that you should ask me to 
draw conclusions just from looking at part of the 
evidence. 


Mr. Pope: Well, this is all the evidence that 
we have from the IDEA Corporation available to us. wiless 
we're surprised later on. This is the only evidence we 
have. You've got it all. I haven't got anything other 
than that to look at. 


Ns Eberts: With all due respect, I may have it 
all sitting on my desk right now, but I've not had time 
to review it, and I don't know the context, and I haven't 
heard the oral evidence of IDEA Corporation. 


Mr. Pope: Til put “itemindwthesstorussof 4 
question, then. This is material that Wyda gave to IDEA 
Corporation, and exhibit 2, which is product outline and 
business plans, received by the IDEA Corporation August 
izth, ‘85, Mr. Caplan is held out to be _ the 
vice-president in charge of finance and administration. 
There is & resume of his professional qualifications. 
Document No.4, which is a memo, an internal memo dated 
September the 9th, 1985, holds out Mr. Caplan to be part 
of the management tean. He is said to be the 
vice-president of finance for Wyda Systems Canada Inc.. 


If you look at No.5, an internal memo of August 
the 16th, 41985, there's a reference toa political 
connections. The vice-president of finance and 
administration of Wyda is a fellow by the name of Wilfred 
Caplan who happens to be the husband of Elinor Caplan. 


Tf you Wook at> exhibit No. 49) (there as 2 
venture summary given on February the izth, 1986 to IDEA 
Corporation, and one of the management team, ‘Wilf Caplan 
C.G.A., vice-president finance ', recruited June, 1985. 


If you look at document No. 10, which is the 
overview, which is given to the IDEA Corporation. On the 
management team, there is Mr. Wilf Caplan, vice-president 
of finance. 
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If you look at document No.11, which is a 
document given to the IDEA Corporation in March, 1986, 
there we have on a page Mr. M.W. Caplan, vice-president 
of finance, as part of the Wyda ‘leading tean'. 


If you look at document No.16, there is an 
acknowledgement of a relationship between Demaza and Wyda 


Systems, signed by Mr. Caplan. And there is 
documentation of January 31, 1986, Mr. MW. Caplan from 
Wyda Systems Canada Inc.. Do you really think he 


followed your advice and was low profile, or do you think 
he was held out to be a part of the management team of 4 
company that was applying for a government grant? 


Ns Eberts: I think that's a rhetorical question 
actually, and I don't feel that I'm in a position to make 
any judgment on Mr. Caplan's behaviour on the basis of 
what you have read out to me. 


Mr. Pope: Why not? 





lis Eberts: Because it's a rhetorical question, 
and I told you before, I haven't had a chance to look at 
all the evidence. 


Mr. Pope: You gave Mr. Caplan advice to play a 
back-room rele; not to be up front. All of the documents 
I have read out to you are documents that are in front of 
the IDEA Corporation. I don't think there is anything 
improper with me asking you whether or not, on the basis 
of those documents, you think Mr. Caplan played only a 
back-roonh role and wasn't an up-front member of the 
management team. 


Ms Eherts: Well, with all due respect to your 
question, I do consider it rhetorical. I don't know what 
else was before IDEA, I don't know the proportion between 
those documents and the whole course of dealings with 
IDEA, and I don't think that I'm in a position to venture 
any speculative comment in response to your question. 


My. Bell: Following on that, Ms Eberts, you did 
say that the exhibits that Mr. Pope just referred to were 
not know to you before. That just happened, and 
accordingly were not considered by you at any time in 
connection with any opinion that you have given or 
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formulated to anyone with respect to Mr. Caplan's 
compliance with the guidelines. 


lis Eherts: That's right. 


Nir. Pell: You know what the committee's four 
issues are, and if you assumed in the hypothetical that 
you were part of that process, to make the decisions, 
would those documents, in your opinion, be relevant for 
the committee to consider in assessing the overall 
question of compliance? I think you said before that 
you've got to look at the whole package. Is that -- 
would you include those documents as part of the package 
to examine? 


Mis Eberts: My answer still is that you have to 
look at the whole package, and not isolate various 
SSPecessoriiit. 


titel. 3 I appreciate that, hut are those 
documents part of the package that you would look at? 


Ms_ Eberts: I think I have given my answer to 
that. 


Mr. Bell: One of the other things the committee 
has to do is -- as part of that exercise -- is to 
understand the nature and extent of the guidelines as 
they currently exist, and can you give us a little help 
in terms of defining the nature and extent of interest as 
it's contained in the paragraph at the bottom of page 1? 
Would the committee be assisted at all by consulting with 
any of the appropriate legal or English usage 
dictionaries as for the meaning or the scope of the term 
"interest" as it's in that document? 


Ms Eberts: Well, it seems that some members of 


the committee have already resorted to dictionary 
research. I am not here to tell the committee how to 


conduct its research. There are probably a number of 
sources that you could look at. 


Mr. Bell: Well, would that be a useful exercise 
for the committee, to examine those types of legal and 
English usage dictionaries? 
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Ms Eberts: That's up to the committee. 


Mr. Bell: You don't want to offer your view as 
to whether it would be «a useful exercise for the 
committee? 


Ms Eberts: I think that it -- that one should 
be very careful in applying dictionary definitions to 4 
Situation like this, because if you take the ordinary 
dictionary definition of the word "“interest", for 
example, you might find a dictionary that makes 4 very 
broad definition of "interest". 


For example, it might produce a situation where 
you could say that a seventeen-year-old son or daughter 
of a minister or parliamentary assistant, who accepted a 
very lowly temporary summer job in a company that gets 
funding from the government, has an interest in that 
company, because he or she is employed there and makes, 
you know, however much summer students make; and I vould 
ask you to consider whether that really is the type of 
situation that this set of guidelines is intended to 
address. 


I myself think that it would be pushing the 
guidelines to include such a situation, and so if you 
just take the flat, straight dictionary meaning of 
"interest", without looking at applying various other 
techniques of interpretatin to the guidelines, I would 
think that you would create a really difficult. 
unworkable, straight-jacket for people to live within. 


If you apply standards of interpretation, like 
what's the mischief that's being aimed at, what's sought 
to be accomplished here, then you would probsbly be able 
to temper the straight dictionary meaning and come to 
something that would make some sense. 
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Mr. Bell: Any there any other techniques? You 
have named two? What is the mischief? What do you want 
to accomplish? 


Ns Eberts: I think it is useful for you to look 
at the concepts of law relating to beneficial interest 
for example, the principles of trusts law that relate to 
wha te*7siithe: “benelicial~ interest? Lock “at ‘that type'rot 
law. That was certainly in my mind when I was 
considering those guidelines. 

Mr. Bell: Was the scope of your definition of 
interest as it's found in the guidelines restricted to 
that which can be defined as a beneficial interest? 


Ms Eberts: ify approach was to consider each 
case on a case-by-case basis. I didn't set up any rigid 
categories. I don't think that it helps to set up rigid 
categories and say, ‘This is always going to be in and 
this is always be out'. So there is always the fact 
Situation to deal with. 


Mr. Bell: All right, but I heard your comments 
before, that one of the fundamental principles of our 
legal system is to create as much certainty in the minds 
of those that have to comply as possible. If you don't 
have some set standards, how do you create any degree of 
certainty or security? And that is the reason for ny 
question, that is it in your scope solely 4 beneficial 
interest and if it's not, what else does it include? 


Ms  Eberts: It would include a beneficial 
interest as the law knows it. 


Mr. Bell: Yes. Does it include any other type 
of interest? I'm not asking for an exhaustive list; I'm 
just asking for, in general or specific terms, whether 
there are other interests this committee might consider 
in deciding what it has to decide in this matter. 


Ms Eberts: I think you have to look at 
beneficial interest and I think also it is useful to keep 
in mind the concepts of vested and contingent interests. 
Clearly, the contingent interest was in my mind when I 
talked to Mr. Caplan. You may not have an interest now 
but you may the kind of contingent interest that gives 
you, like an interest in expectation that gives you 4 
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real feeling that you want 4 certain result or you want 
certain things toa happen and if you had, for example, 
that kind of expectation interest or contingent interest, 
it might fall within the guidelines. Now, I can't give 
you a catalogue of what sorts of things those are but the 
contingency fee was one of them clearly that I was 
Mindful of. You might also consider things like interest 
in estates that themselves have dealings, or in estate 
properties, that sort of thing. - 


But at some point you get to the vanishing point 
where you're really not concerned. The situation, even 
though it might be technically within a very large 
category called. “interest*,.. it's .not going: to give 
anybody's conscience any difficulty. I think you have to 
assess in any given case whether you've passed the 
vanishing point or not. 


Nr. Beli: All right. Just to further help us 
understand this concept of interest. In the Davis 
guidelines, the blind trust concept did not exist, and 
you understand from Wright and others the scope of the 
definition applied to interest wnder those guidelines. 
All right? And I think you've told us about that scope. 
With the blind trust concept, if I have understood your 
evidence correctly, interest must now defined in the 
context of blind trust; i.e., that which can be placed in 
& blind trust. Is that correct? 


lis _Eberts: Well, if you look at the rule, you 
can perform the exercise of construction as well as I 
can. 


Mr. Bell: Well, for those that don't understand 
what you and I have just been talking about, can you 
answer my question? Is interest now in these guidelines 
to be defined in connection with the blind trust concept? 


Ns Eberts: There is a prohibition against 
certain kinds of behaviour. The first thing that I would 
do is consider whether the behaviour was within or 
without the prohibition. Then you look to see whether -- 
if it's within the prohibition, can it be cured by 4 
blind trust. Whether somebody can solve the problem by 
putting his interest in a blind trust. Is it the sort of 
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interest that's amenable to putting in 4 blind trust? If 
it's nat, then you still have the pre-existing problem -- 
is it inside or outside of the guidelines. 


Mr. Bell: All right. are you saying that -- 
well, let's deal with this. Not all interests in the 
widest definition can be placed in a blind trust? 


Ns Eberts: That's correct. And not all 
interests, I am saying. are going to offend the 
guidelines because you have to look at -- in the first 
instance, the question is interpretation. 


Mr. Bell: Is there a middle ground whether ve 
have the interest that can clearly be placed in a blind © 
trust and clearly caught by the guidelines. There are 
those interests that can't be placed in a blind trust 
which are not or should not be in the guidelines. Is 
there a middle? Is there a grey area? Those interests 
that cannot be placed in a blind trust but which are or 
should be in the guidelines? 


Ns Eberts: You might have that sort of 
category. 


Mr. Bell: Did you address your mind to that 
process at all when you were preparing the -- considering 
the guidelines and preparing the amendments? 


Ms Eberts: If you're asking me whether I tried 
to define what sorts of things might be in 4 grey area, 
no, I did not. If you're asking me about the process of 
interpretation, it must be obvious to you by now that I 
did turn my mind to how that portion of the guidelines 
would work and I've told you my thinking on that. 


Mr. Bell: Without particulars, did you address 
your mind to the concept of a grey area in the context of 
interest? 


Ms Eberts: I think that in running any sort of 
system like this, you are going to have grey areas. 


Mr. Bell: Is that an affirmative answer to my 
question? 
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HS Evercs: Well, I'm not sure what sort of 
answer you want from me on that score. I've told you 
tha tad == 


Ties Bele I want ta find out what you did at 
the tine. 


Ms _Eberts: I have my ow approach to 
interpretation. There are always going to be problems in 
interpretation. I would not say, "Here is a category 
called grey area and it is filled with the following 
things, specified and unspecified". 


Mr. Bell: I know: you have told us that and we 
accept it and it's a doctrine of perfection if we expect 
it, but just in the process, did you address your mind to 
the concept of a grey area in the context of interest? 


Ns BUeELS.. I think you've got my ansver. I 
can't define it any more. 


Mr. Bell: I have no further questions. 

The Chairman: Well, thank you very much, Ms 
Eberts. Before we adjourn, one slight change from what 
we talked about earlier. We are going to have to discuss 
the scheduling part of our afternoon meeting because of 
the need to have our sittings for next week approved by 
the House this afternoon, so we will have to finalize 
that. I would ask all three caucuses to come here with 
some sort of understanding of what we want to do next 
week in respect of the sub-committee concept that we 
talked about as vell. 


Mr. Epp: Do you want toa do that right now? 

The Chairman: Well, have we had an opportunity? 
I don't know if everyone has had an opportunity so if we 
can get it resolved right nov. 

Tine OPC ganes. we Can, 00st right now. 


The Chairman: Well. one. party is indicating. 
they haven't had an opportunity. 


Yr. Philip: Well, it might be useful to find 
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out what the position of that one party is so that when 
we're discussing it among ourselves, we'd at least know 
what the position of the Liberals are. That might affect 
our position. 


The Chairman: Well --- 


ier ope. Can we meet in camera for five 
minutes right now and find out? 


The Chairman: Does anyone have any objection to 
that? 


Mr. Gordon: Mr. Chairman --- 
The Chairman: We'll adjourn the public part of 


the meeting and we'll move into camera right away, as 
soon as the room is vacated. 


--- Upon recessing at 12:53 p.m. 





Publications 





“* 
7 far 


| ae a 
& oe CONFLICT OF INTEREST 
- THURSDAY. JULY 3, 1986 
G 
; "Afternoon Sitting 


ae “Draft Transe BeBe 





STANDING COMMITTEE ON PUBLIC ACCOUNTS 
CHAIRMAN: Runciman, R.W. (Leeds PC) 
VICE-CHAIRMAN: Gillies, P.A. (Brantford FC) 
Epp, H.A. (Waterloo North L) 

Gordon, J.K. (Sudbury PC} 

Philip. 5. i. (Ee toni coke ¢NDE: 

Polsinelli. C. (Yarkview L} 
Pope, A.W. (Cochrane South PC) 
Wildman, EB. (Algoma NDP) 


substitutions : 
NicGuigan J.F. (Rent-Elgin L) far Mr. D.¥W. Smith 
Ward, C.C. (Wentworth North L} for Mr. Ferraro 


Clerk. Arnott... D. 


Staff: ; 

Fritz, He, Research Ofticer, Legislative: kescatcheseryice 

Bell. J., Counsel: with Shibley. Righton and NeCutcheon 

Peters, M., Assaciate Counsel; with Shibley, Righton and McCutcheon 


Witnesses: 


Harold Blakeley. the former Fresident of the IDEA Corporation 
Daryl Logan, a former Vice-President, Innovation Assistance 
Bruno Maruzza, a farmer Senior Manager. Technical Assessment 
Geaff Cannon 

John Phillips, Counsel 

Simon Armstrong, Counsel 


1 July 3, 1986 


a es|,_=e 


LEGISLATIVE ASSEMBLY OF ONTARIO 
STANDING COMMITTEE ON PUBLIC ACCOUNTS 


Thursday, July 3. 1986 





The committee met at 4:40 P.M. in committee room 


tw 
t2 
cm 


ALLEGED CONFLICT OF INTEREST 
(continued } 


The Chairman: Come to order, Please. Would the 
gentlemen from the IDEA Corporation come forward? 


Mr. Cannon, you will have to be sworn in. 
lr. Cannon sworn. 

The Clerk: Mr. Cannon has been sworn. 
The Chairman: Thank you. 


Initially I want to apologize for the lengthy 
delay in getting you before the board to complete your , 
testimony. We'll begin the questioning with our counsel, 
Mrul Bela: 


Mr. Bell: Before we begin, on behalf of IDEA, 
can I comment on the press report in the Toronto Star 
this morning? 


The Chairman: Yes, please, go ahead. 


Mr. Bell: It seems that at least one reporter 
has mistaken some testimony given yesterday and we are 
concerned that the committee might have mistaken the 
testimony also. The report I am referring to appears on 
pagesi4 cfs this "morning smSter wand) on thesithizd last 
paragraph on the far right-hand column. Tt JLis 
unfortunate in that it absolutely reverses the intention 
of the testimony given. What it does -- to set the 
record straight, if I might -- what Daryl Logan was 
saying, as the testimony was made clear yesterday, and I 
just simply repeat it, in his October 16 memo toa Messrs. 
Blakeley and Cannon, is that -- why his so-called 
political comnections, toa use the term then used, was 
being played differently than the other guy's, and that 
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in fact, as stated in the memorandum and not stated in 
the press report, Mr. Caplan was not going to attend any 
of the meetings at all, at the initial stages. Somat 
think that's important for everybody to understand. that 
this was treated in a different manner. The word used 
yesterday was ‘contrasting’. 


The Chairman: Thank you, Ifr. Bell. 


You and your clients need not be concerned that 
this committee or anybody else connected with this 
committee will not be making any substantive findings or 
conclusionsivuntilmall thepievidence: isminiseandwit is 
regrettable you have that concern. Thank you for your 
comments on the record. 


so the record will have -= the record of IDEA 
testimony will have some continuity, can we start now 
where we left off, being the takedown certificate --- 


hee eae RUSS Sti) lee tne. ori moaow 
certificate. 


Nr. Bell: Bringdown. 


Yr. Phillips: You have maintained the 
continuity. 


line bebi That isorignts 
~--Laughter 

And that's a contrast. 
---Laughter 


I've asked the Clerk overnight to photocopy the 
two pages of the certificate, and if you would distribute 
them toa the members, you could have them as part di your 
exhibit brief, members. Mr. Phillips -- or gentlemen, 135 
there anything else that you wish to say about this 
certificate in connection with the certificate dated -- 
well, the certificate and letter at tab 16 af your 
material, which is the April 11th acknowledgement with 
the January 21st, '66 letter attached? c 


HrePhillips<*) Thank you, Wir. Belllosted might, 


on behalf of IDEA, I think where I left off on the certi- 


<3) 
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ficate was responding to a question as to speculating 
what would happen if, at the time between Signing of the 
subscription agreement on the izth of April and the 
delivery of the certificate, or scheduled delivery of the 
certificate on the 1&th, IDEA had heen notified or other- 
wise discovered the change in the contract between Wyda 
and Damaza. 


At that time I believe I said that I would 
probably seek instructions, and the choices avsailsble 
would be an amendment of the certificate and consequently 
& waiver, or simply just a waiver and we wouldn't bother 
with the document: that of course wouldn't be put in 
practice; and lastly, it would be -- provide an opportu- 
nity for IDEA to walk from the deal, two conditions 
precedent to closing not having been satisfied. 


I have since chatted with Mr. Logan. who of 
course reminds me of his testimony that some time in May 
or June he in effect approved or acquiesced to the 
$6,000. I think that it is fair to say to supplement the 
speculation that. had he known of the increase and had he 
known that it was for a two- to three-month period, and 
had he known that it was in & sense the termination 
arrangement, he would have simply instructed us to waive 
that element of the condition precedent, and likely we 
would have amended the certificate to add an exception, 
and we would have proceeded to closing in the ordinary 
course. 


PiiemeeCL Mr. Logan, do you adopt your 
counsel's statement as your answer as given to this 
committee under oath? 


Mr. Logan: Yes. 


Mr. Phillips: As to the acknowledgement which 
is the second part of your question, that is the -- ie 
Isho's -- does anyone understand what I'm talking about? 


fee bell: Tt's tab 16, members, in the IDEA 
documentation. 


Mr. Phillips: I think my answer last time, on 
being asked why it was obtained and who ventured it, I 
said that probably we were moving pretty fast and. as a 
matter af certainty in an uncertain world, we got the 
acknowledgement just to ensure that this and a number of 
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other loose ends were settled clearly. And atabid-wy top gales. 
taken the opportunity of discussing the matter with the 
twa associates af mine involved and they have confirmed 
that they had in two separate stages read the January 31 
letter, which was provided to them as material contracts, 
and. frankly -- I sort of have trouble saying this -- 
they didnit ‘read’ the whole letters They forgat toa read 
the last paragraph on the first paqe. Ani I said, 
SNHOGDS ARLOG reo sr Sona ven Vee Cm ie SC mL Str aS 
particular transaction is that payments out that haven't 
been approved don't get made, so they said, "No payment." 
and requested an acknowledgement that there would be no 
payment ; that was immediately forthcoming without any 
resistance whatsoever. They barely remember the trans- 
action because it was really a non-event at the time. 
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_ Mr.Bell: And the name of your twa associates 
are, for the record? 


Mir. Phillips: David McCarthy and Diane Goodman. 


lr. Bell: And these are lawyers in the office 
of Blake, Cassels? 


Mr. Phillips: Yes they are. 


yirs 2356) 1): And they assisted you in the 
transaction? 2 


Mr. Phillips: Yes they did. 


Hr. Bell: All right. Mr. Blakeley, do you 
recall a meeting in this room last Wednesday evening with 
nyself, the Clerk and Mr. Pope, Mr. Epp and Mr. Philip? 


Nr. Blakeley: Yes I do. 


Mr. Bell: Do you recall during that discussion 
when you were giving certain information to those present 
and when you were being asked certain questions that you 
used the word “finder’s fee"? 


Mir Sableakeley: ste yvesyerlquade treference gtoy.thae 
wird. 


lim bel Ds Would you explain to the committee 
what you meant by the use of that term at that time? 


lr. Blakeley: I am quite familiar with the use 
of the phrase or term “finder's fee", in the normal 
course of business it is a percentage of monies raised. 
Having been in the business of .. . myself, I am quite 
familiar with it, usually on a formula. Usually the 
layman formula five, four, three, two, one; or it can be 
anywhere between two toa five per cent in the normal 
course of business. That is whst I meant by a finder's 
fee: 


Mr. Bell: Well, you can confirm that that was a 
term that you volunteered to those present sat that 
meeting’? 


Mr. Blakeley: Yes. 
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Mr. Bell: And that it was a term that you used 
Siteroge-—* Or eine them Convex tamoticd1 ScCUuSSs1 Ousm abouleecie 
remuneration paid to Hr. Caplan in the amount of $8,000? 


Mr. Blakeley: It was used in that comnection. 


lir. Bell: When it was used in the context of a 
discussion in respect of that amount? 


lr. Blakeley: It was used in the context of the 
discussion. : 

Nrese pels: And it was used in the context of 
discussion about whether IDEA'’s approval had been sought 
and/or given in respect of that payment? 


Mr. Blakeley: Yes. 
Hr bells Well, would you explain to the 


committee why you used the term “finder's fee" in that 
context? 


Mr. Blakeley: I was trying to differentiate 
between a finder's fee -- to emphasize the point that I 


did not consider Mr. Caplan to be a finder in this case. 
However, it was a fee commensurate with the normal 
finder's fee. So that I believe I was asked the question 
did I consider the $6,000 a finder's fee. I believe I 
Said or meant to say or implied that no. I did not 
consider it to he a finder's fee. 


Tir. Bell: Were you asked the question whether 
IDEA -- had IDEA's approval for the $8,000 amount been 
sought and obtained prior to closing? 

Nir. Blakeley: Was I asked that question? 

Wr 2Beliee Yess 


Nr. Blakeley: I don't recall being asked that 
question. 


Mr. Bell: I beg your pardon? 


Nir. Blakeley: I don't recall being asked that 
question specifically. 
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ee: Bell: Do you recall an answer to that 
question by you in the negative? 


Do you recall indicating to that Meeting that 
IDEA's consent had not been sought or Given for the 
payment of $8,000 before the closing? 


lr. Blakeley: That is right. I recall this. 


Nir. Bell: And do you recall being asked if the 
consent had been sought during that time if it would have 
been given? : 


My. Blakeley: Yes. 


Mir. Bell: And do you recall answering no, it 
would not? 


Nr. Blakeley: If it were construed as a 
finder's fee it would not. 


Mr. Bell: No. 


Mr. Blakeley: I may have said and I think I 
Said iG incorrectly. 


ure pell* “All*right. )* Well>* I-want to give vou 
an opportunity, sir. if you now believe you indicated 
something incorrectly, to state your position clearly. 


ioe Lake ley. I would like to preface any 
comments I make or have made with the fact that I came up 
ta discuss the Yenture Summary and the only people that I 
identified in the casual conversation we had over here 
was what I considered to be a casual conversation. I 
didn't realize who Mr. Runciman was for example. I think 
it was afterwards that you introduced yourself. 


Yr) Bell: Well, that.(is nov. surprising: He 
wasn't at the meeting. ~ 


Mr. Blakeley: If I were saying what I said then 
under cath, because it was casual conversation, because I 
wd never been before a committee like this or hearing 
lives 2 Tele) UL Was Ole LUE L oY ClO, Need T CL Le 
philosophical about my attitude toward finder's fees and 
that of the corporation. 
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Mr. Bell: You are not intending to say you said 
something different then than you would say now under 
Gath, Are you7 


ling Blakeley; Ne. 


Iir. Bell: Was it then and priar to that meeting 
your opinion that the $8,000 was a finder's fee? 


Mr. Blakeley: No. 


Mr. Bell: Mr. Blakeley, just one other iten. 
It has to do with your dealings with the former Assistant 
Deputy Minister of Industry, Trade and Technology, Mir. 
Barnes. We have *learned) ithateyyvous had fain inatial 
discussion with him respecting Wyda. You had a follow-up 
giscussion with him “after |i. ~believe 7Che iiicie 
assessment and you are nodding in the affirmative. 


Did you have any other communications or 
dealings of any nature with Nr. Barnes after that second 
one as for Wyda? 


Mr. Blakeley: I don't believe I did, because it 
was not something, there was nothing happening as long as 
he was involved with the ministry, because he left, 
effectively left the ministry I believe in October or 
November and he did not attend any further directors' 
meetings. JO. Hea Was in, effect woute of the picture: I 
don't believe I had any more discussions other than that 
one 1 referred you to yesterday. 


Mr. Fell: Did you receive any communications 
from him in written form or did you provide any written 
communications to him in written form subsequent to that 
second dealing? 


Mr. Blakeley: About Wyda? 

Hr. Bell: About Wyda. 

lir. Blakeley: Not that I recall. 

Mr. Bell: My. Blakeley, I understand that 
sometime prior toa today, but after this matter was first 
raised in the House, and I believe that is June the 10th. 


you had some discussions with Mr. Kruger respecting Wyda 
and IDEA's investment? 
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Iiy. Blakeley: Yes. 


Mr. Bell: Can you tell me about those? 


Mr. Blakeley: He phoned me to ask me if there © 
was indeed in our documents a letter dated January 31st 
Which 1S part of our exhibit here. -I said I wasn't aware 
of it. I then went to work and found it in the closing 
documents the dacument he wanted. I-said "Yes, we have 
it." “Would you copy it and send it up to me by taxi 
immediately, please. " 


Mr. Bell: Was that the February the 12th --- 
Mr. Phillips: The 16th. 


Mr. Blakeley: The i6th, the document -- Tab 16, 
two documents. 
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Mr. Bell: Did you have any other discussions 
with Mr. Kruger? 


Mr. Blakeley: Yes, I was asked to appear in the 
office of the Deputy Minister. 
Mr. Bell: Which Deputy Minister? 


Mr. Biakeley: Mr. Lavelle? 





Hr. Bell: Yes. 


Mr. Blakeley: And was asked by Mr. Lavelle to 
come there and to meet with him and Iir. Kruger to discuss 
in & general sense, really to discuss the press report 
that had appeared the day before, and to bring certain 
files with me, which I did. 


Mr. Bell: What were you asked? 
Mr. Blakeley: At that meeting? 
linge bell. yes. 


Mr. Blakeley: Just to present the files to Hr. 
Wright, who was present, and give him a chance to see 
what was in the file -- and it was not a complete file, 
it was simply a file of correspondence, mostly containing 
what is in our exhibit -- and there was a discussion 
amongst the group -- and there was a group of maybe six 
people there. 


iiy. Bell: Was this a file that IDEA ordinarily 
kept as part of its business records? 


Mr. Blakeley: Yes. 


Mr. Bell: What was the reference on the outside 
of the file? What was it called? 


Mr. Blakeley: It was not a -- it was a file 
that was in my secretary's cabinet, just an open file, 
with a common buff cover. I don't think there was any 
identification on the file. 


. Hr PReld: You said that some or most of the 
material in that file we have in the IDEA brief. What 
else was in the file? 
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ir. Blakeley: That whole file was presented--- 


lit Be! 1: Iiy recoll -- well, let's make it, 
have I reviewed that file? 


Mr. Blakeley: Yes, sir; to my knowledge you 


have. 

Wr Bell: All raght?.* tYouvmetiwi th @iredhruger 
and -- I'm sorry, you met- with Mr. Lavelle? 

Mr. Blakeley: Ifr. Lavelle. 

Nr. Pell: Was anybody else at that meeting? 

DEeCuDAGKeLeyY: LIPS. Sir 

free BelLl-SeWho was that? 

iy. ‘Blakeley: NyreeKruger.. Mr, MacKinnon, lr, 
Wright. Some others whom I didn't know and can't 
identify right now. There were quite a few -- it was 


confused: I mean, people were coming in and out of the 
office and I don't know who all was there besides those 
people. 


tirwe be lle Well, specifically, sir, what were 
you asked and what did you answer? 


Mr. Blakeley: Questions about what was in the 
file. 


Mr. Bell: And you gave the answers? 
Mr. Blakeley: I gave the answers. 


Mr. Bell: Were you asked anything specifically 
about Mr. Caplan? 


Mr.  Hlakeley: I don't remember being asked 
anything about, any pointed question about Mir. Caplan, 
but to indicate in the file whatever reference there was 
to Mr. Caplan. I recall showing them the document. the 
letter of -- the memo, the two-paragraph letter written 
by Mr. L ogan. In fact, Mr. Wright was on ny left and we 
went --thumbed through the file together. and he made 
notes, but I wasn't asked that many questions. 


Mr. Bell: Were you asked specifically whether 
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CO te ay 


the approval by IDEA of the Wyda investment was as 4 
result of Mr. Caplan's involvement with Wyde? 


Mr. Blakeley: I was not asked that question. 

Mr. Beli se Didevyauyvolunteer =o> 

Iir. Blakeley: No, sir. 

Nr. Bell: --- anything in that regard? “ 

Mr. Blakeley: Not that I recall. 

Mr. Bell: Did you have any subsequent meetings 
with anybody else, sir, before today, other than meetings 


between your counsel and --- 


Mr. Blakeley: Meetings with people in 
government? 


ling bedd sen .es. 

Mr. Blakeley: In the Ninistry? 
Mr. Bell: Anybody. 

ir. Blakeley: No. 

reed eds aA erate 


Mr. Cannon, can we develop some chronology with 
you, sir? We have seen reference to you in documents and 
we've heard reference ta you in testimony of some of your 
colleagues. Can you tell us,- sir personally, when you 
were first introduced to the name Wyda in the context of 
-- in any context? 


Mr. Canon: It would be a time when the initial 
Wyda proposal came into IDEA Corporation, because it was 
“SHAS AUK, routed to me. 


. Mr. Bell: And when was that, to your knowledge? 
You might want to have reference to the IDEA dacwments to 
&SS1ist you, and specifically tab number 2 is a part of 
a ia qutline and business plan received on August 
c i 
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Mr. Cannon: That would be in August, sir. 


Mr. Bell: All right. And were the first one 
that received this document? 


Mr. Cannon: Yes, I would be. 


fre’ Bells All “right. “And did’ you reviews it’ at 
that time’? 

Mrecarmon. Non l didn t.5, What 1 did@ was tc 
simply send out an acknowledgement letter. Then I would 
have turned it over to one of my staff to initially 
review it. 


Mr. Bell: All right. Amd that acknowledgement 
letter is tab number 3 of the material. Is that correct? 


Mr. Cannon: Yes, sir. 


Mr. Bell: When did you first review this, tab 
fae 


Mr. Cannon: Well, I quess that would be 
sometime in the early new year, in 'S6, when it looked as 
though we were moving towards a go decision, and Daryl 
asked me if I'd give him a hand in looking at the file 
and maybe giving him some suggestions as to how to 
structure the deal. 


Mem belle = All right. 


Mrs YPhavllips: {fer le tnight  vintersupies the 
question was, “When did you look at tab e2epivsty=" Seine 
date of tab 2 is July 4. 


Mr. Bell: Received August 12th. 


Mr. Phillips: Received August teth. Did you 
ever look at that document? There is a subsequent 
business plan dated January. 


Mr. Cannon: No, I wouldn't have locked at their 
business plan, but what I would have looked at is the 
fellow that did the initial analysis and review for me on 

Wyde.. I would have looked at that, whenever that was 
dated. 
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Mr. Bell: What was that? Is that 3? 

Mr. Cannon: Yes, that's tab 3. 

Mr. Bell: ~Look at tab 4. 

Mr. Cannon? Thatashiteyyvyes asin. 

Mr. Bell: Does this represent -- on) or about 
this date --your first introduction to Wyda and the 
information that is contained in this memorandum? 

lir. Cannon -»=That' sycorrecty sire smies: r 

lit. = belt: I understand your evidence before, 
though, that you were aware of Wyda when the business 
plan was first received in August. 

Mr. Cannon: If'hn. 

Mr. Bell: Would you turn to the second page of 
that document? I take it that you read this memorandum 
on or about the time you received it? 

Mr. Cannon: That's correct. 

ir. Bell: And does this represent, on page 2d, 
the first time that you were intraduced to Wilfred Caplan 


in respect to his association with Wyda? 


Mr. Cannon: It's the first time I heard the 
Caplan name, that's correct. 


MNreBelioy Well sitrivealiso themtirs: tine wyou 
read the Caplan name? 


ir. Cannon: Well, I'm a little bit embarrassed 
to say that when I read it it didn't mean anything to ne. 


tir. Fell: I wouldn't be embarrassed about that. 

What you mean is, when you read ‘Wilfred 
Caplan’ , you took it at its face, without relating it to 
anything or anybody else? 


Mr. Cannon: That's correct. 


2 Mr. Fell: Specifically, you did not relate this 
Mir. Caplan on this page to Elinor Caplan? Is thst what 
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(Mr. Bell) ; 
you're saying? 

ieetcolnnon. lial S;COYrect: 

Mr. Bell: When did you first do that? 

My. Cannon: I think the first time I-understood 


even wha Elinor Caplan was -- again, I'm a little 
enbarrassed --- 


Mr. Bell: I wouldn't be --- " 


Mr. Cannon: --- is the time that Daryl sent 
around a memo toa myself and Harold outlining the 
difference in approach or style between the way IDEA had 
been approached --- 


Hr, Belp- ~ Turita cab ovmtheny six 

tir. Cannon: Yes. 

Mr. Bell: That's Mr. Logan's October 16th, ‘95? 
Ne iCanrom Pies asir. 


Mr. Bell: Well, what was your reaction when you 
read this memorandum? 


ee ecanion: Let we just have 3a quick 
run-through and--- 


Yes, my reaction was ‘that's refreshing: it's 
nice to see.’ 


Mr. Bell: All right. When did you first meet 
with any Wyda representatives? 


Mr. Cawon: That I'm not sure of. It would be 
sometime I quess in the new year. after Daryl had asked 
me to have a look at the file and give him a hand in 
structuring it. Sometime thereafter -- I'm fuzzy on the 
date, but sometime thereafter I would have met with Abbey 


and Daryl on the deal. 
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Yr. Bell: All right. Did you at any tame up to 
the approval by the board on March the 6th meet with or 
have discussions with Mr. Caplan? 


ire Cannon: Yeah, he was at a meeting where 
Abbey and Caplan came in and met with Daryl and I. 


Mr. Bell: Can you recall as best you can the 
date’? 


lire COMmion wel al SOLDY rl Coll ot: 


Mr. Bell: ‘Can you recall as bhest™you~can the 
subject of that meeting? 


He .Cannon: Yes. It was certainly on the 
SELUCGUT IU. Well Olmstructubing che Geo... 


Mr. Bell: What do you mean by that? 


Mr. Cannon: Sorry. The capitalized structure. 
Our interest, our -- oh, I am sorry, financial structure, 
VES paebinancis i. structure wuthe ecapicasaca tione Stmucture 
the company was going to have, how we were going to make 
our investment. 


Mr. Bell: Had the deal. been settled?, . Had, the 
terms of the deal as approved by the board and as 
recommended by Mr. Logan's Yenture Summary of February 
the 12th been settled before that meeting occurred? 


lr . Cannone. slate .1don 3t know. 


Mr. Armstrong: Excuse me. You refresh your 
memory about the dates in that connection. 


Lele lin yee Le Donety bes at rajoestOustel emer n eS Th 
Missing something. It wouldn't be the first time. 


| Mir. Cannon: I am sorry. The board meeting was 
in March. 


lr. Fell: I know. Well, let's not red herring 
that. 


In terms of staff the deal was done by the 
February 12th memorandum? 
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ins Armstrong: That: 18 correct. 


I am sorry, I thought you meant had the board 
approved it. 


fre Belia Nos OO; mo. no. oie NO wshO. pads far 
as staff was concerned the deal was done by Febuary the 
eae Now, may we take it that that meeting that you 
have just described occurred prior to February the 12th? 


lites GConnon: 2. WOuld. Thank osq. 

Liew oe... ALL -rigne, Before that meeting 
occurred had all of the terms of the deal as reflected by 
the February izth memo been settled? 


Mr. Cannon: Yes they had. 


Mr. Bell: Well then, what was the purpose of 
the deal? I am sorry, what was the purpose of the 
meeting? 


Mr. Cannon: The meeting? Well, when I say they 
were largely set, that is exactly right; and I think that 
one of the ressons why Daryl wanted me in the meeting. 
very simply put Abbey on the other side 15 4 pretty 
tough, strong negotiator and I have a little shorter fuse 
than Daryl. So Daryl thought that it might even up the 
match a little bit. Because while most of the terms had 
been settled there were & couple of outstanding issues on 
price and so forth. 


Mr. Bell: Well, all right. Was the purpose of 
the meeting to deal with outstanding issues? 


Mr. Cannon: Yes, I think so. 


ly! ebel lL: Or otherwise I don't think we 
required your negotiating skills or your Short fuce.. GlG 
we? 


Mr. Cannon: That is correct. 


Mr. Bell: as best you can recall, what were the 
outstanding issues that had to be dealt with at that 
meeting? 


Mr. Cannon: I think the only outstanding issues 
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(Mr. Cannon) 


that I was involved with in the meetings, because I 
didn't sit in on all of them now that I recall, was the 
Pricing issue on the equity component. 


Hr Beli. You are gcing to bave toe-=“enow, ir. 
Armstrong) ) 1s) any jol @they detatl “gia that "ron othe 
confidential, sensitive nature? 


tir 9Phvilios: Gl think Lt mightbe | ves Corn ve 
just confer for & moment? Bear with me for a moment if 
you would. We might have some confusion. Can you turn 
us off for a sec? 


Mr. Bell: Do you want to go back on the record? 
Mr. Phillips: Yes, go back on the record: 

Nr. Cannon: I em sorry, I apologize: 

Mr. Bell: Please don't apologize. 


Mr. Phillips: I think that where we have gone 
askey nereyis .Wiere you Lert oii, oe .veniuurey oun ¥ 
terms have been settled. yet we were still negotiating 
some outstanding points, ~aietl think) that lire Cannons 
now going to say that what he was focusing on is the 
fundamental terms in the Yenture Summary which weren't 
finalized just then. 


Mr. Bell: Before the meeting occurred. 


Mr. Phillips: Before the meeting occurred; that 
aS correct: 


And pricing, toa explain it in a way that I can 
understand it, is that these investments -- or you pay 
money and you get common shares back. And the number af 
common shares 13 not important because all the other quy 
has to do is issue himself more. It is the percentage at 
the end of the day. So it is dollers against per cent. 
And IDEA normally invests by way of common. stock. 
Certainly in this case it was a pure common stock deal. 
Sc it is numbers, dollars, Canadian dollars against. 
percentage as pricing. j 


ir. Bell: All right. Thank you very much for 
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eet Naiey gd Bap be pe 

that. Now, as for this meeting, what were the terms that 
you and Mr. Logan intended to settle at that meeting. as 
best you can recall? 


Mr. Cannon: I am sorry, could you try that one 
again? 


Mr. Bell: The meeting was for the purpose of 
settling some of the terms of the deal. 


Mra cern. sw OLrecu, 


Mr. Hell: Now, what were the terms the meeting 


' was intended to settle? 


Mr. Cannon: The one I am familiar with is what 
Decal. the pricing, issue. 


Mr. Bell: and is that the amount you are going 
to pay for what percentage you are going to receive? 


Mr. Cannon: That is correct. 


Wn es Gelires- All eright. Is that a fundamental 
term for the deal’ 


Mr. Cannon: You bet. 

Mr. Bell: Well, that is the deal, isn't it’? 

lretCannon: 7, 16S,, Sit 

tee Oe. The rest is, with the greatest of 
respect to Mir. Phillips and his colleagues, window 
dressing; isn't that right? 


MirewP hi liens 2: If the pricing catches money 


pe well: You pay your money you get your 
ticket. 


Mr. Carmon: You bet. 


yee het Was that term settled at that 
meeting’? 
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Mri Cannon® reah, I pelieve ati was, 
Mr. Bell: Mr. Logan, can you confirm that? 


lr.” Logan, © This is)a “point Iss = vondering 
whether I should clarify earlier. The actual final deal 
of 1°? million for’ 16 per centsand’).3 miliiorvtor.9 per 
cent, which was eventually what went in front of the 
board and was approved 1s, in a small detail, d different 
than what you will find in the Venture Summary. So for 
purely technical purposes -wewnever really dia setrie ac 
that meeting --- . 


Mr. Bell: Well, you know what you put to the 
board was. 6 andl 74. 


Hr. Logan: Well, that is what went out in the 
Yenture Summary. 


lire “BELLS 411 right. Were those two terms 
settled at that meeting? 





Mr. Logan: I don't know if we came to an 
absolute final settlement at that meeting or not. or 
whether we would have got close ta it and then a phone 
conversation later would have got us a little bit closer. 


Mr. Bell: Fair enough. 


Mr. Logan: We were getting very close at that 
time. 


eine Fair enough. But that term was 
negotiated between the persons in attendance? 


Mr. Logan: Yes. 


Yir. Bell: Were any other terms, sand we are 
talking about all of the meeting now, Hr. Logan, were 


there any other terms of this deal negotiated during that 
meeting? 


lir. Logan: There would have been some terms, 
such as our wanting to have Wyda to undertake a marketing 
strategy study. 


ir. Fell: Yes. Anything else? 
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ix. Logan: There was the term of giving ¥Wroda, an 
option to re-purchase some of our shares at a fixed rate 
of return down the road should they be able to afford it. 


Hrerreli® “Yes ani tneav an the *contextral snst 
closing documents, that is called the retraction option 
agreement? 


tite LOgali |  ltiet Te COLLeCce. 


Mr. Bell: And were the essential terms of that 
agreement settled at this meeting? - 


Mr. Logan: Yes. 
Mr. Bell: All right. Anything else? 


Well, can I give you a checklist and you can 
tell me yes or no? 


ree Logen, | Sure: 


Mr. Bell: Were the terms of the non-competition 
agreements between Wyds and certain individuals discussed 
and settled? 


Yr. Logan: I don't believe so. 


Mr. Bell: Were the terms of any confidentiality 
agreements between Wyde and others settled? 


Mr. Logan: No. The terms would not have been. 
We might have been asked, probably not at that meeting 
but prior, whether there was confidentiality agreements 
and they probably would have said yes. But no, the terms 


were not negotiated at that meeting. 


Mr. Bell: Can you recall any other terms that 
were discussed and/or settled at that meeting? 


Mr. Logan; I do not recall any athers. I would 
not want to say there were not others. but I cannot 


recall --- 


Mr. Bell: All right. Mr. Cannon, to the extent 
that you were involved at the meeting, can you tell nme 
what role Mr. Caplan played on Wyda's behalf? 
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iy Cannon: Gl don, ce think he  sa207 a wOrc vole 
I was there. 
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Mir. Bell: Okay. Mr. Logan? 


Mr. Logan: My recollection is, you know, how 
much he said, if he said anything, is not going to he 
absolute here. The basic negotiations at all times 
occurred between myself and Mr. Dobzinski. Mr. Caplan -- 
and at times in these negotiations, and I can't honestly 
Say ithetsaiooreally ididt happen inothis*meeting  puuein 
some of our meetings and even some of our phone 
conversations we would take a break to confer with a 
colleague about one side's position or another side's 
Position. I would expect in the course of that meeting 
Mr. Dobzinski and Mr. Caplan probably had some 
consultations hetween themselves, much like I probably 
did the same thing with Mr. Cannon. 

But his main role throughout this was to act as 
an --- 


Mr. Bell: Throughout what? 


Mr. Logan: Throughout these negotiations, when 
we were trying to arrive at what we would take, that we 
would be satisfied with the deal to take in front of our 


hoard. 


Mr. Bell: Right now I'm just talking about this 
particular meeting that Mr. Cannon attended. 


Mr. Logan: Mr. Caplan would be acting 45 4n 


advisor to Mr. Dobzinski in Mr. Dobzinski's negotiations 
with us. 


Mr Bell: Was he represented at that meeting to 
you as Mr. Dobzinski's advisor? 


Nr. Logan: No, we understood him to he the 
Vice-President of Finance and the Vice-President of 
Finance you would expect to be advising his President. 


Mr.Bell: and your evidence 15 you can't recall 
anything that was said at all or specifically? 


Mr.Logan: I can't recall anything specifically. 
Mr. Bell: Did he say anything? 


Mr. Logan: I am sure he didn't. 
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Mr. Bell: Like ‘hello' or ‘goodbye’? 


Now, Mr. Cannon, have you ever attended any 
ather meeting where Mr. Caplan was present? This 1s pre 
March 6th. 


Try, “carrion. oho, SLL 


liven. I take it you did attend meetings 
when Mr. Caplan was present past March 6th? 


Mr. Cannon: Yes. 


liien ee eu: And what were those meetings in 
regard to? 


Wr. Cannon: That again was & pricing 1ssue; and 
I forget the date. but I. believe the deal would have -- 
by the time I met with him again -- I'm fuzzy on the 
date, but det me tell you about the meeting, it was very 
Simple. At the time that there was still a lot of debt 
remaining on the halance sheet and we were trying to 
understand what the best way -- 


Hy. Philip: Just.begin again. 


ir. Cannon: We met to discuss again the pricing 
LSSue. Nore specifically we were jamming the balance 
sheet of Wrda and there was a good chunk of debt on the 
balance sheet at that point in time, and what we were 
trying to do was restructure the balance sheet such that 
Wyda would have the best possible chance of accessing 
equity funding at a later date. 


So again I was brought into 4 breakfast meeting 
with Daryl, with Abbey, with Wilf. and I believe Abbey's 
father-in-law, to discuss how that money would come in 
on who would bring it in and what the cast of it would 

é. 


Yr. Bell: Did you have any other meetings with 
Mr. Caplan? 


Nr. Cannon: No. sir. 


ire bogaiae There may have been twa breakfast 
meetings. Was there one or two breakfast meetings? 


ho 
on 
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Mr. Cannon: Just one. 


Hrs Bell: Mr. Logan, did you have any other 
meetings than we have heard about with Mr. Caplan at any 
time? 


Mr. Logan: JI believe there would have been, in 
all likelihood, at least one or two other meetings where 
we would have negotiated specific terms thst he probably 
would have been involved in. There then also would have 
been, once we had all the initial legal documentation 
together, we had a very large meeting in IDEA's offices 
where we had legal counsel from both parties involved to 
doa ssn Mnitialedyun-througi wotwdalin. cf ss.0uri aeegas 
documentation. That would be the subscription agreement, 
the shareholders' agreement, the option agreement, the 
retraction option agreement, employment agreenents., 
confidentiality agreement, et cetera. 


Mr. Bell: And the purpose of that meeting was 
to settle finally the terms of all of the documents for 
closing? 


Mr. Logan: You take a good crack at it but you 
can never get it all done. 





HiatepelLle Novierv nose « Wb neenots s Btalking.t of 
perfection; it's.simple I hear. 


Myre Logan: Yes, the idea was Lophaye soc., 
Mr. Hell: Lawyers aren't even perfect. 


Mr. Logan: The idea was to try to get everybody 
together, resolve the issues. 


Mr. Bell: Those other meetings that you've just 
described ather than that one at Blake's, were they all 
pre-closing? 


Hr Logan: (1 eS: 
Mr. Bell: Were the other ones pre-March 6th? 
Mr. Logan: These would all be leading up to 


March &th. At the time I had to send somebody cut ta the 
board we had a $1.6/1.4 deal. I had to get it out. 
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(ir. Logan) 


Subsequently to that I gave them essentially two choices. 
They came back with a $1.7/1.3. I then took that to the 
board, the meeting we are discussing now and that was the 
board meeting on Harch 6th. The meetings we are now 
discussing are in between the time of that board meeting 
and the time we signed the initial subscription agreement 
on ADT Ue ch 


ieee ie Those other meetings that you have 
just described where you said there were negotiations 
under way as for some of the terms, what role did Mr. 
Caplan play in those meetings? 


Nr. Logan: In@ Meetings =wviele = we awere 
negotiating positions such as what legal rights the IDEA 
Corporation would have or its member on the Hoard of 
Directors would have or what decisions we had. That is 
always a contentious issue with any investee and a number 
af the meetings would pertain to some of those provisions 
for example and Mr. Caplan would have been cantributing 
his perspective om what some of those veto rights would 
be, in many cases supporting our perspective because Itr. 
Dobzinski didn't happen to agree with very many of then. 


Nr. “Belly “Okay. © Mri’ Logan, isi tte --sand: this 
is with the utmost respect for your colleagues -- is it 
fair to say that within IDEA's staff, the decision to 
want toa invest in IDEA --- 


Nr. Logan: Want to invest in Wyda? 


Yr. Bell: I'm sorry. Want to invest in Wyda. 
whenever it was made, was initiated by you? 


ir. Logan: Yes, I had to be the person to be 


Se SEE 


canvinced. 


to 
~J 
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Yir. Bell: All right, and that was done at some 


Mr. Logan: Yes. 


Hiyaerce) ly Can you put it in some approximate 
timeframe in relation to your February 12th memorandum? 


nr... Logan: That would have been somewhere in 


the middle of January of 1986. : 

Tivgerse Liciweéll jyightseesPraor to thateoceasion. 
had you or anybody else at IDEA had any direct dealings 
with Mr. Caplan? 


Nr. Logan: -No. Sorry, let me -- lIir. Parikh may 
have called Iir. Caplan regarding some of the financial 
details. In his memo of January 6th, he mentions that he 
was going to call for some financial information the 
following week. I would expect that my decision that, 
‘yes, this looks like a very good investment’ was made 
Probably after Mr. Fsrikh obtained that financial 
information; quite likely, because I believe up through 
the date Mir. Orr's marketing recommendation. but I 
believe it was somewhere in the middle of January, too, 
and the decision thst we definitely wanted to invest in 
Wyda would have been taken basically after getting Mr. 
Orr's very positive recommendation. 





rere be le Mr. Armstrong and/or Mr. Phillips, 
other than the meeting that Mr. Logan has described -- 
and I think it occurred at your office with the parties, 
including Mr. Caplan, to put the finals on the closing 
documents -- did lr. Caplan ever attend any other meeting 
at your office in connection with this matter? 


NreaePhilbips: I think that there might have 
been more than one of those meetings. He did attend at 
our offices on the i2th of April --- 


lime ella te 


NreeiPhaliips: --- at which point I was told 
this morning he delivered the acknowledgement under tab 
16. 
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tir : SiePhii pse Apart from that, without 
consulting with my associates, I think not. 


Mr. Bell: Other than yourself and the two 
associates whom you've identified, was there anybody else 
at your office involved with this deal 

MrewPhillaps: 9 UNoie> “But otheremveresnenbersaiot 
our firm that were involved with Wyda. 


lr. Bell: What does that mean? ¢ 

Mr. Phillips: It means that, having been on the 
other side of one of the SRTC deals that they did, it 
turned out that, for one reason or another, they retained 
us toa work on another deal. 


Hrs Bell: MALL xight, 


Mr. Phillips: I checked the computer records on 
that in our place and that was -- we opened the file on 
January (the selstn. It did not involve myself or anyone 
working on the IDEA transaction, and the transaction went 
I think virtually nowhere. 


lirtebell  SVArLUrighOea Yell? Vievespotete ask 3you 
this. I hope you all understand why--so that the record 
is absolutely clear. Did anybody on behalf ef your firm 
have any dealings with anyone at IDEA in any respect in 
connection with IDEA's decision to go with the Wyda 
investment? 


Mr. Phillips: I hope that our firm influences 
IDEA in giving legal advice as to the go-ahead on the 
transaction. 


. Mr. Bell: But other than in that connection, as 
acting for the interest of IDEA, was there -- were there 
any dealings in any other way? 


lir. Phillips: Absolutely not. 
ir. Bell: Thank you. 


Mr. Logan -- or anybody else -- during this 
stage where you're leading up to your Yenture Summary, 
were any of the IDEA board members involved in any way 
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Gite. Beli} 
with you people in respect of this Wyda matter? 
Nr slogan: » Noteat..o1l 


tra Belin Was anybody from the Ministry of 
Industry. Trade and Technology involved in any way with 
you people in this matter? 

Mr. Logan: Na. 

Ti belive. AllyT ightvethen. 


Netesnoarmnen., T Macon hee haved. cany | furener 
questions. 


The Chairman: Mr. Wildman? 


Mr. Wildman: Well, I have a couple of short 
questions. 


With regard to tab 6 Mr... Logan. can.,.you 
indicate when you became aware of the relationship 
between Mr. Caplan and Elinor Caplan? 


Liz. # Logan: It would have either heen the 
morning of our October 9th meeting or the day before our 
October 9th meeting. 

Mr. Wildman: And how were you made aware? 


Mr. Logan: Mr. Parikh made me aware. 


Mr. Wildman: Do you know how he became aware? 
Who informed hin? 


Mr. Logan: I don't know if anybody informed hin 
ar whether he knew of it --- 


Mr. Wildman: What I'm really asking is if VWyda 
informed your firm of the relationship? 
Mr. Logan: As far as I know, they did not. But 


— 


I cannot tell you how Mr. Farikh learned of it. 


Mr. Wildman: What prompted you too rite this 
memo’? 
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ly. Logan: I had been aware of the group that 
was mentioned here as being very aggressive in terms of 
making us or our IDEA Corporation aware of people they 
knew who they thought might influence us, and I thought 
it was very refreshing that @ company, cur proponent, who 
you might say had quite good political connections, was 
taking & very explicit stand that they not only did not 
intend on doing that. but they wanted to make it very 
clear that there could not be even & perception of its 
going on. 

Mr. Wildman: Can you back up for me a little? 
If Wyda did not make Mr. Parikh or your firm, the IDEA 
Corp, “aware ofetherrelationsnip. that ne’ nrmselr tf ound 
out, then how did you find out what the position of Wyda 
was with regard ta possible influence? 


Nowe bOgan 7 lr ebouzineki mace very. Clears ii 
the meeting of October 9th when I -- Mr. Parikh lined up 
the meeting and came and saw me as to whether I could be 
avallable for this meeting, he pointed out to me that 
there woula be two people that he understood to be coming 
to attend this meeting on October 9th: they would be Mr. 
Dobzinski and Mr. Caplan, and at that point he told me 
that Tir. Caplan was the spouse of Elinor Caplan, who was 
a member of the Cabinet. I went to that meeting 
expecting that there would be two representatives from 
Wyda attending the meeting. Mr. Dobzinski showed up 
S&lone and made it very clear that Mr. Caplan was not 
coming to that meeting -- very purposefully was not 
cohing to that meeting and would not be involved until we 
had made our decision as to whether we wished to invest 
in Wyde. 


Mr. Wildman: Now, obviously, from your nemo, 
you were pleased with this -- or at least you were 
impressed? 


Mr. Logan: Yes. 


Mir. Wildman: Prior to Mr. Dobzinski making this 
clear ta you, did you expect to have problems as a member 


of the staff of IDEA because of the aa oeaaeoe af that you 
had become aware of? 


Nr. ‘Logan: I did not know what to expect. 
Sometimes people try to use their apparent friends or 
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connections or whatever to influence you, sometimes they 
don't. I did not know what to expect. I recall saying 
COeLaprSlikieiat., 1 dome.care whe tres VBP) GniesLS «mae f 
they've got a good business, we'll invest in it; it they 
Gon tes VeaheaNnGlig ol nd et Oo GO0.23E of) 


Mr. Wildman: Were you personally involved with 
the other situation that you contrasted to Wyda in this 
manner? 


Nr. Logan: No, I was not. 


Mr. Wildman: You were just aware of it through 
scuttlebutt in the office, or did you have any personal 
knowledge of the problems, if any. that might have 
occurred with regard to the other company? 


Mr. Logan: I was aware that -- because of 
discussions I had had regarding it with Mr. Cannon. 


Mr. Wildman: With Mr. Cannon‘ 
His UOC Dent Lee. 


Mr. Wildman: Okay. I don't know whether this 
is in order, but I'm going to ask, Mr. Chalrman; you can 
TULG. On. ite 


Mr. Cannon, can you explain when -- what 
timeframe we're talking about with regard to the firm 
that Mr. Logan contrasted to Wyda in tap 5% When thie 
was or whatever occurred? 


Mr. Cannon: My involvement with the other firm 
would have begun sometime during last summer, July . oY 
August. As I understand it, this other firm had already 
previously approached IDEA Corporation to have IDEA make 
an investment in it. 
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Mr. Wildman: We understand fron earlier 
testimony that IDEA did not invest in the proposal or 
proposed enterprise of this other company. 


iy. Cannon: At the tine that got “involved; 
non-investment decision had heen made. 


Mr. Wildman: And subsequently was there any ane 
nade? 


lire Cannons 2Tese sir 


lyeeeb nei pe It was an investment decision, «4 
decision not te invest. 


Mr. Cannon: You bet. 


Mroe Wildnans “Were syouspersonally  subjyected = ta 
any attempt to influence you by another firm? 

ir. Armstrong: Before you answer the question, 
perhaps for the record, indicate clearly whether the 


other firm's investment was turned down eventually or 
nat. 


Mr. Cannon: Yee, it was turned down. 

Mr. Wildman: That's what I understood. Okay: 
But were you personally. or was anyone on your staff 
subjected ta any attempt to influence you and influence 
the decision that IDEA might make on their application on 
the basis of having political friends? Let me put it 
that way. 

HremGannon gees. tle: 

Mr. Wildman: You were personally? 

lireGannona. Lest 
. Mr. Wildman: Did that have any great influence 
in itself, in making your recommendation to the 
corporation? 

lir. Cannon: No, not a great one. 


Nir. Wildman: Nat adverse, ar in any way --- 


lir. Cannon: What I told the people that were 
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involved who were suggesting to me that there might be 
ways that I could be persuaded to fall on the side of the 
line of a 'qo' decision, was that anybody that approached 
me and suggested in any way, shape or form, that they 
were going to use any political comnections or 
Convective. OL Ollie kinG lo. Osolou  CuelrT ecause. The 
consistent answer they got from me was "I can quarantee 
you, that won't help your case, and you've probably hurt 
your case by coming at me that wey". 


Mr. Wildman: Okay, and this occurred sometime 
in the summer of ‘85. 

Mr. Cannon: That's when I first got involved in 
this other investment. The subsequent investment 
decision toa not proceed was made in November. But let me 
clarify that. The other proponent, the firm that came in 
with the proposal, asked us ta invest in what I call an 
investment holding company. And it took me some time to 
sort out the nature of the vehicle in which we were being 
asked to make an investment. And when it became clear to 
me that it was an investment holding company. and 
therefore it would be an indirect investment, as opposed 
to a direct investment, that being that the investment 
holding company owned a number of subsidiaries, I said, 
"Rhsolutely not. We are absolutely no-go on that basis." 


Mr. Wildman: But ir. Blakeley told us 
yesterday --- 


Mr. Cannon: That would be September/October --- 


Mr. Wildman: You made the decision in 
September/October, so it’s around the same time as this 
meno. 


Mr. Cannon: It would have been, I think it 
would have been September because following that verbal 
'No Go' on the investment holding company, that same 
Proponent came back and made 4 secondary request ; and 
that is “if you won't participate in the holding company 
up above, would you consider making a direct investment 
in any of the subsidiaries?" And I said, “Absolutely. I 
mean let's have a look and see what you've gat." 


Mr. Wildman: The final decision was then nat toa 
go shead with anything in November? 


Mr. Cannon: That is correct. 
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Mr. Wildman: All right. Thank you. 
Mr. Chairman: Mr. Pope. 


Nose Pepe: Who called you about this other 


group? Who called? Who was the individual that tried to 
influence your decision with respect to this other group? 


ee ee ior: There were two individuals that 
called me. Wnée of “thew individualse woe Gone 1.0L Une 
principsls involved in the company that was waking the 
financing request. Do we want names? But if I mention a 
name, that tells who the proponent 1s. : 

My. Chairman: Mr. Polsinelli, with a point of 
Orders 


Nr -Polsineélil=. [weld emerely >) poi ou. yarn ot 
would seek direction from our legal counsel, but there is 
=e enero COM MUL mC CMmEa GIG sc suum iit em ac ser Li 
themselves up to 4a potential legal situation, and if I'm 
TOU SeRI SURE  echiey Bicol gcd. Na LOC y Oe LOl eee 
committee in any evidence that they may give. 


Mir. Bell: They cannot? 
: Ir. Polsinelii: lL understand that they can; Im 
not sure about that. . 


ire bell siney (can. (claitie-— Guile yecanesee ong 
be granted as to the extent that committee can grant the 
protection of the Ontario Evidence Act. It has to be done 
iff 8, way) thatthe act orequires it bDutjit 2 ican be 
permitted here -- the two names that you have in mind -- 
are these people in any way connected with Wyde or with 
Mr. Caplan ar the issues that are hefore this committee? 
Because if they are, there is a certain obligation that 
witnesses have, to give testimony that is relevant, and I 
think in any event. if people want to be absolutely 
secure in what they da, or reasonably secure, especially 
if they want to seek the protection of that act -- can 
you answer my first question? 


Nir. Logan: Let me try. Let me try and help you 
this way. One of the proponents had no involvement 
whatsoever in Wrda. The principal however of the 
investwuent holding company that I referred to as being 
one of the two that contacted me -- now I'm going to say 
who it is. lang 
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eee neers ote eS 


Nir. Folsinelli: I'm just merely suggesting, Mr. 
Chairman, that for the protection of the witness, perhaps 
we should claim whatever protection this committee can 
afford, and I'm not in any way. understand, objecting to 
the question. ; 


Mr. Pope: No, I agree, I think, if counsel are 
ready ar prepared to do that. If not. cownsel can have 
and should have a period of time to take the matter under 
advisement. 


Mr. Wildman: Well, perhaps we can stand down 
that particular question until later. : 

eee oe. Except that we have to be very 
careful, members, that the -- because there used to be, 
and maybe still is, among some members of the Bar, that 
all you had to do is seek the protection in a blanket way 
and it automatically afforded and that is not so. It has 
to be done in a way in that the committee or the tribunal 
or the court granting it has to agree that it is as if 
the protection is sought and given for every question 
that is asked and there is a precise way that it be done 
and that that precise way should be followed not only for 
Tpeeevennon, -buberforsa agi cor | the “withessés” tthat ane 
appearing and it may be appropriate to defer that matter 
until such time as counsel and witnesses are able to seek 
Mile es UDEOpLigte.>-— 

Mr. Cannon: Let ocnerc thy “ilu anethe res y 
because --- 


lite theless, “Oro. means => 


Mr. Cannon: --- because it may help your 
question here. 


livwe riley. Could we just have a moment ? 
This will take just a few seconds. 

The committee recessed at 5:40 pw. 

The committee recommenced at 6:10 p.n. 

Mr. Chairman: We'll try and get back to 
business. Mr. Armstrong, do you wish to comment? 


Mr. Armstrong: Mr. Chairman and members, I 


wl 
mm 
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apologize for the delay. We had some concerns about this 
Netter eu ene. (he evence sO) grlwe cau ule would like to 
report as follows: that the two individuals involved in 
the,other proposal =--) theres werestvoiineividus ls; an) vue 
other proposal -- not the Wyda proposal we have been 
discussing anc which was approved. 


lr. PRidipis Would you speak up easvescan.: ce este 
You had better say it again. 


Mr. Armstrong: As Mr. Cannon has said -- there 
were two individuals involved in the other proposal -- 
not the Wyda proposal that was approved in Ifarch -- the 
other proposal. One of those persons is irrelevant in 
that that person had nothing to do with Wrda's proposal 
Gr Uthe (oinvescinent . wage: Thermo COC ba) One MoS eranie 
Whalen-Griffin of the Ministry of Trade and Technology. 


Mr. Chairman: Do you wish to continue, Nr. 
Pope? 


Nr. Pope: This is a new name. Are you saying 


that this same individual had a role in the Wvyda 
application? 


Mr. Armstrong: Tvii® Lele yOu woe cn 
understanding 15s. 


Mr. Bell: Could I interrupt for a moment? Can 
the record indicate that that answer was given as if the 
protection of Section 9 of the Ontario Evidence Act had 
been sought and had been granted by this committee to the 
extent of it having been granted and thst whatever 
Protection the House can grant that answer, the witness 
and the person that gave it, through this committee that 
it has heen granted. 


ir. Chairman: No problem with that? 


. Wve Popew: Nos that) is fine. I wasn t trying to 
initiate a --- 


. irs eepe lie No? piggy buts” Tsawants thabaé s tmsthe 
earliest possible moment to be reflected in this record 
and I would like that to be put in ahead of the answer. 


lr. Philip: Do we have to repeat that? 
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Yr. Chairman: No, no. 


Mr. Armstrong: So, this will apply to me and to 
everyone else sitting at this table? 


lire Bell. (Everybody in the room. 


Mr. Armstrong: As I understand it, Anne 
Whalen-Griffin 1s & Manager or Was 4 manager at the time 
in®the Ministry -- Industry, Trade and Technology and 
worked for Peter Barnes. And if I could just repeat --- 

ir Polsinelli: What is the connection with 
Barnes? 

Mr. Armstrong : Just a moment. You'll remember 


yesterday the evidence was that Ir. Barnes telephoned 
IDEA and said that this proposal was on its way and then 
it was recelved -- yes. 


Mr. Bell: Right after the government practically 
had been sworn in, very shortly after. 


Mr. Armstrong: Well, that is your recall. There 
is a difference of two months I believe and I'm not sure 
I can say a lot more than that. e 


Mr. Bell: I think what we would like you ta say 
is what is that person's connection with Wyda and/or 
IDEA's investment in Wyda. 


Mr Armstrong: Well, that is it. I mean, that 
is the connection. 


HYeGLiL lies: --- is that she was & manager 
working under Feter Barnes and Peter was connected with 
the Wyda application and he was comnected with the other 
groups of the commission. 


Mr. Armstrong: Well, is that -- I'm not sure -- 
is that accurate? 


Mr. Logan: The relevant part, ee thinni) os eta 
Mr. Barnes forwarded -- suggested -- that Wyde approach 
IDEA Corporation. That was the connection and it’s a -- 
we were debating whether that was 4 sufficient enough 
cormection to be disclosed if that was relevant. 


Mr. Bell: Do you know specifically whether that 
individual had any direct dealings with Wyda and/or had 


(ir. Bell) 
any direct involvement in IDEA's investment in Wyda? 

Mr. Logan: That specific individual had no 
dealings with IDEA's investment .in, ¥Wyrda and I do not 
believe had any dealings whatsoever with Wyda. 


Hr. Armstrong: This might have been quite 4 
letdown aiter the long wait. 1 monot. sure. 


fiver ODEe: I’m not sure I understand what the 
nature of the political influence is. 








linea pp. Nothing except he made a telephone 
call ta say that the application —- 


Nr. Wildman: Ne, the Cumberland Group is what 
you are referring to. 


what is the nature of the political influence with 
respect to that particular applicant? You refer to 
experience, what was the experience that involved -- 


Nr. Pope: Yes, the Cumberland Group. I mean, 


Hr. Wildman: What was the contrast? 


tir sG1lliesoe The. contrastenetweenminemyay iy. 
Barnes' office treated the one situation ss opposed to 
the other? 


lir.. Logan; Perhaps lL caniputnthissintosaslittie 
bit of context. Those of us at this tesble I think. or 
certainly the former IDEA employees or representatives of 
this table have, I believe, none of us have ever worked 
in government, for government, anything connected with 
government. Our experience with IDEA Corporation was an 
initial experience being related to government in some 
respects. We have understood all along that the IDEA 
Corporation was to be set up as an independent entity. 
It was to be arms length from the government. 


We at all times tried to protect that 
independence and arms length relationship. Therefore, at 
any time when we received pressure from anybody who might 
be related ta Queen's Park, whether that person was 
Surely political -- as in a political party -- or if 
that person was a civil servant who thought we should da 
something and called up to tell us they thought we should 
da it, we perceived that whole thing as sort of 


OA 
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political: I think that is the perception of the 
non-political person who is on the outside. We didn't 
appreciate it because we thought we were to be arns 
length from anything to doa with Queen's Fark. We were 
making business investment decisions. So, therefore, 
whenever we got called from anybody related ta Queen's 
Park, we perceived that as someone trying to bring 
pressure Von'‘us =- ‘not whenever we gat “called?” Let he 
keep in mind that we would get calls asking for 
information sbout the status of something. We did not 
object to that. We were glad to provide it. ‘Someone 
might have complained to their MFP about something and 
the MPF would ask us the status of it. We would provide 
information. That was no problem. Sa, I shouldn't say 
whenever we get a call. But, whenever an individual 
associated with fueen's Park would communicate with us 
with the intention of trying to get us to agree to make 
an investment, we viewed that as being pressure that was 
coming from Queen's Park and we didn't appreciate it 
because we felt we were supposed ta he arms length from 
that so I think that is the point. To get back to Mr. 
Pope's question -- that's what we viewed as being 
political. 


@ 
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Mr. Fell: When lir. Barnes called Mr. Blakeley 
and first introduced Wrda, was that pressure perceived in 
that context? 


Hires Loge: Na. Someone would approach 4 
Ministry, and it wasn't always the Winistry of Industry, 
Trade and Technology. ‘Sometimes it would be Agriculture, 
sometimes it would be another Winistry, and they might 
thinks it) would’; be psomethinga that eeiDEA «should... be 
interested in, and they would contact us and suggest I'm 
sending a Nr. or Mrs. so-and-so to see you regarding, ‘a 
proposal right now for investment. That's no problem. - 


Mr. Philip: Can I ask a simple question here? 


The Chairman: No, no, we have a procedure here 


and af we-starts that. nov) --snose manote Ocingeto.an Lov 
ana You'll have an opportunity to ask questions later 


on. Mr. Pope, please continue. 


lir. Fope: What was the specific influence that 


this ledy exerted on you that you found so regrettable 
that you had to put it in a memo? 


Hr. Cannon: The lady dealt with me. She didn't 
deal with Daryl. 


lir. Pope: Okay. Obviously you had a discussion 
because Daryl felt it significant enough to write a memo 
back to you. What was it that was significant enough to 
merit all this attention? 


Mr. Cannon: I had two discussions with this 
lady and in each case she said that she was calling on 
behalf of Feter Barnes who was not there and they were 
anxious to make sure that the investment would be put 
forward, I think it was either at the October or November 
bosrd meeting because a concern had been expressed that 
IDEA Corporation was going to be out of business and 
therefore there wouldn't be any money avallable. I 
Pointed out to the lady that she was making an assumption 
that I had already made the investment decision as 4 H5¢ 8s 
decision and that that would be a recommendation going ta 
the board, and I said at that point in time I had not 
made & final investment decision and Clearly my 
inclination was not to proceed with the investuent and 
that I told her that, as Daryl indicated hefore. I was 
absolutely in no way, shape or form interested in 


ta eat 
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anything she had to ssy or anyone else had to say about 
any political connections or pressure I might receive toa 
influence the decision. It was purely «a business 
decision and that's it. 


lr. Pope: Did she say she was speaking on 
behalf of political connections? 


Nr. Cannon: No. She called on behalf of Peter 
Barnes twice. 


Mr. Pope: Was he a political connection? 

Mr. Cannon: I think against -- I think in the 
context that Daryl described, he and I would see it 
exactly the same way. 


Mr. Pope: And this was unusual thst you had 


calls from the Ministry of Industry snd Trade asking you 
to process expeditiously his application? 


ireeLlogeanw VWellanot. qiite. 


Mr. Cannon: Nov’ that s®onotorthePequestion: 
sorry, that's the question but it was not being brought 
ta me that way again and the underlying assumption in the 
way she was dealing with me was that she assumed that I 
had made a "go" decision and therefore the only issue 
remaining was could I get it ready in time for the board 
and I said, ‘you're assuming I have made an investment 
decision to goetorward s. 0That' seabsolutely*incorrectooeld 
have not made the decision. I will not be influenced. 
My information is not to proceed with the investment at 
this tanes? 


Mr. Wildman: Did she arque? 

Mr. Cannon: I beg your pardon? 

Mr. Wildman: Did she argue? 

bem Oe balotarey: She called me a second time ta 
st that, how will I put it, she called a second time 


e . . 
to again reaffirm that it was their expectation, it was 
hers end Peter's expectation that the investment decision 
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was clearly a "go" decision and the only remaining 
decision was does this go before the board before IDEA 
CLOSES: 


The second time she called, I answered her the 
same way, & little less abrupt, 4 little more abrupt this 
© LMEE 


Mr. Wildman: Short fuse? 
lire Cannon. short fuse, 


Mr “iPope sc 1Okayo — Didigyousishare hermpercepticon 


that you would soon be out of money in October and that 
things had been finalized? 


Mr. Cannon: I quite frankly didn't understand 
whether we'd be in money or out of money. ever. 


Mr. Pope: Okay. Did you know or did any of you 
know whether or not you'd be out of money by October, and 
this is an employee of the ITinistry of Industry. Trade 
and Technology / telling Svew ethate Was > that your 
perception as well? 


Mr. Logan: No, we knew that there was an 
evaluation of the IDEA Carporation going on and we knew 
the report would be delivered to the Government with a 
recommendation, Wandaisotethatar ates sone time” inebthe 
not-too-distant future the final decision would be made. 
I think there was more of a perception in the community 
and amongst the people who had proposals before IDEA that 
they were worried that a decision to close IDEA would he 
wade in the very near future. 


I think that at that point in time some of us 
were still quite optimistic that we had sufficiently 
improved the performance of IDEA Corporation: that it 
would not be closed. 


lr. Fope: Who was doing this review of the IDEA 
Corporation in the fall of 19859 


Mr. Logan: It was done under Hr. Kruger's 
auspices and he had an individual, I helieve from the 
Ministry of Transport, a lady from the Ministry of 
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Transport who was specifically looking at IDEA 
Corporation and Mr. Kruger was looking at a number of 
Crowm corporations. 


Mr. Pope: Who did you go to to receive funds in 
the Corporation. 





Mr. Blakeley: We did not goa to anyone. Funds 
were advanced on & regular basis. 


Mr. Pope: What was the reguler basis? 


iy owbleakeleyaEverynyeatr. 


ir. Pope: By who? 


Mr. Blakeley: Ey the Ministry. 


Mr. Pope: Ministry of what? 


Mr. Blakeley: The Ministry of Industry. Trade 
and Technology. 


lito ‘Pape’ Da you know wha they went ta to 
establish your funding? 


Mr. Blakeley: Went to the bank. Went Perethe 
Provincial Savings Bank. 


Mr. Philip: That was the question. Can I just 
speak for a moment? 


Mr. Pope: I'm not talking about where you get 
your money. Who approved your budget and who did the 
Ministry of Industry, Trade and Technology go to get 


budget approval for the IDEA Corporation? 


Hr. Blakeley: I (dent. know: I presume 
Treasury. 





Mr. Pope: Pardon? 


Mr. Blakeley: I presume Treasury. 


Mr. Pope: You don't know? 
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lir. Blakeley: No. 
Mr. Logan: No. 
Hye eS ruzzOcus NO: 
Iir. Cannon: Noa. 


Mr. Logan: What: might “be, helpiuly “is oelin: 
Blakeley started with the IDEA Corporation in 1985. Mir. 
Carmon and I started I quess at the very end of that 
month, April, 19665. Mr. Maruzzo has been there 4 bit 
longer but I think what you're saying is a reflection 
that we don't really know how the workings of Government 
and how these things get through. We knew we had a 
budget and some money in the hank. We were trying to 
make investments. 


that -- I don't think that would be appropriate -- I 
guess the best I can do is ask our counsel to ascertain 
for us the process and I'll leave it at that: 


Nr. Pope: Well, rather than me speculating on 


I wanted ta deal with, if I could) exactly the 
issue that you've been dealing with sami it has a 
relevance ta a later line of questioning. That's why I'm 
doing it snd not for any other reason. I want you to 
understand that. 


Would you tell me, each of you in turn, when you 
were first employed by the IDEA Corporation? 


Ir. Blakeley: In my case, April 16th of 1985. 

Mr. Logan: I think mine was, it would have been 
about a week to a week and a half after Mr. Blakeley, 
somewhere around April 25th or 26 of 1985. 

Mr. Maruzzo: September, ‘83. 


ir. Cannon: The same day as Harold. 


elit wari ilps. Logan and Carmon are under 
consulting contracts. 


fin ape: Oh A parry: Aver yougEs tai 
éuployed by IDEA Corporation? 
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My. Phillips: I can answer that. I'm still 
Jockinge@forve\ client: 


Mr. Wildman: Are they looking for solicitors? 


lr. Pope: That is the end of that discussion 
then. Can you tell me, are you no longer employed? 


Mr. Blakeley: That's right. 


lir. Pope: When did your employment end? 
Mr. Blakeley: June 30th. 


Mr. Pope: Yours? 
Mr. Logan: I am no lorger under contract since 
June 30th. 


Mr. Pope: June 30th of this year? 


ee 


Mr. Logan: Yes. 
Hr. Maruzzo: “Same thind. 
Mr. Cannon: Same as Daryl. 


Mr. Phillips: That's why we've got soa much free 
time. 


The Chairman: That's it. Time has expired. 
6:30 and again I have ta point out that if we want to 
extend that, we require unanimous approval. 


Mr. Pope: What is your background before your 


employment at IDEA Carporation or your contracts with 
IDEA Corporation? 


Mr. Blakeley: How far back do you want to qo? 


Mr. Pope: Just make it two or three years. 

Mr. Blakeley: Immediately before coming to IDEA 
Corporation, I had my own corporation. It. was called Tri 
Capital Management and was in the business of mergers and 
acquisitions. Immediately prior to that I was with the 
sane company for seven years and that was Versatile 
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Vickers Inc. of Hontreal. 


Mr. Logan: I have been working on my own a5 an 
independent consultant since July of 1983. Prvonicd 
that, for four years I was a consultant with an 
international consulting firm called McKenzie & Company. 
Pricpat@ecue va — 


lina oper In those capacities, did you deal 


with computer technology issues? 


Mr. Logan: No, but in terms of investing in 
them -— i710; 


line sliseuzzo: Prior, Stowe lDEAss i workedagmat 
Assembly Manufacturing for three years and prior to that 
I worked at the University of Toronto for s1x years. 


iy. Pope: In any of those capacities, were you 
involved with computer technology? 





Mr. Maruzzo: Yes. 
Ty CeEODES | LES: 


Mr. Csarmon: liy background 18 in corporate 
finance in merchant banking and investment banking. 


lirg@Pone iorAbl night eNawathe (neascnge ask this 
1s very specific. When you were analyzing the wide 
application, did you investigate -- what investigation 
did you undertake with respect to Wyda as a company. 
Here) jis an application coming ein, dangeapplication fated 
with you on August 12th. What investigations of this 
corporate structure did you da? 


Mr. Logan: At the) times:they first vepplied, 
probably none &S & corporation. Our normal practice is 
as laid out in Nr. McDonald's opening statement and that 
is we first did an evaluation of the technology and if it 
indeed locks like an innovative technology, we will 
perhaps carry on to do 8 more in-depth investigation of 
technology. Simultaneously we will start looking at the 
other aspects as to whether the company could be 
commercially viable so that includes the market, how hig 
it ish howitssto rossiqrowing =-gas Saidm@ontpenit this 
management whatnot. And it is typically not until we get 
-- much later in the process when we get to the point 
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where we want toa make an investment that we start 
investigating the actual corporation itself. 
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The Chairman: Well Weudse GOs -COm Cie eerie tat, 
questioner. Mr. Epp? 


ily seEpD¢ Thank you, Mr. Chairmen. lr. 
Blakeley, you. mentioned earlier, with regarde.toa vhe 
tinder's fee, that Mr. Caplan's agreement with Wyda went 
up from $2,000 to $8,000, but he did not see that as a 
finder s fee. Is thst correct? 





lr. Blakeley: That is correct. 


Hr. SEpp: But any connection that there--you 
didn't see it as a connection between what Ir. Caplan was 
charging after the IDEA Corporation gave the grant to 
Wyda; is that correct? 


ir Jilakeleye pinay isecornrecus guy stnets tine: fr 
knew what (inaudible) arrangement. 


Yr. Epp: So that you have no doubt in your mind 
that there absclutely was no connection between the two? 





fre Diekeley: That asacorrect. 


Mr. Epp: Now--I think I'll leave it at that. 


The Chairman: You're finished, Mr. Epp? 


Nr. Sep yes thank your 


fhe chad rms? pelimegt hha lap: 


Hr. Philip: Mr. Cannon, during the 
negotiations, that whole period of time from the time in 
which Nr. Barnes first called Mr. Blakeley and the Wyda 
application was being processed--during that time, did 
you or anybody to your knowledge receive a call from 
either Mr. Barnes or from anybody in Mr. Barnes' office 
that could, in your estimation, he Slmilarly threatening 
to the call you received from Mr. Barnes' office 
concerning the Cumberland group? 


Mr. Cannon: I had no such call. I did not hear 
of any such call. 


iy. Philip: Did anyone else--- 


lin Phillips: Do you accept the phrase ‘was 
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tHLea vening 7? 
Nr. Cannon: What da you mean, ‘do I accept'? 


Drape ti eas Dads yOu. SGLCe™= Witinecnoemas 8 
characterization of the call from the manager? 


Mr. Cannon: Well, nobody called me on Wyda. 


Mr. Phillips: No, on the other one. You know 
the one we're talking about. DIG. AVOUL AVEC W gall reo 
threatening? Do you adopt the ‘threatening’ that Mir. 
Philip has put toa you? 


Pre ecarioli we UR. tNLCeLeninu we esUl. Tid; 2 mOmoe.c 
pain in the rear end than anything else. 


---Laughter 


Quite frankly, she was not going to win the day. 
I made the point very clearly. She might as well have 
stopped on the first call. 


elgg eee ays Well, sir, constipation is 
considered a pain in the rear end: it's alsa considered 
pressure. 


---Laughter 
Would you consider--- 
Mr. Cannon: I don't have hemorrhoids. 


Mr. Philip: I won't ask amy questions on that, 
and if I do, then you can--- 


Did you receive any calls during that period of 
time from Mr. Barnes' office or anyone associated with 
him. oar did any one of you--and 1 would like ta go 
through the whole row--similar to the kind of pressure 
tha t you seem to have indicated you received or felt that. 
you were receiving during the Cumberland--during the 
dealings with the Cumberland -application’? 


Mr. Cannon: As I said, I did nat? 


Wits allo: Did amyone else in this group 
receive any call from Mr. Barnes' office? 


Eo July 3, 1986 





ple nisW ah cade ee geben catohey 
ir. Blakeley: No. 
Mr. Logan: No. 


pee oe Okay, so the answer~ is ’no’ to 
EVEL VONERChe abo ie. 


tid like “toask Mr ogenee on Loe ego. ty Ue 
final tab. I quess it's -- which was presented to the 
board and deals with the credentials giovhe ;s(atio-- Hr 
Pope was just referring to that -- if I can just find the 
tab, Number 3, 15 ite sire 


Now, if you go through the project development 
team, ond you have Wilf Caplan, and you outline what 
anounts to, -- would you say. that s a. fairly. positive 
description of Mr. Caplan, that he has financial 
capabilities, that he's the kind of person you'd want in 
that position? 


I think the testimony earlier was that there 
were additional staff needed in that division, but that 
in no way detracted from the capabilities of Mr. Caplan 
as the financial vice-president. Would you agree with 
that? 


lir. Logan: Yes. 


ir. Philip: Okay. Did you in sny way look into 
the background of Tir. Caplan in other reincarnations, if 
you want, or in other positions that he may have held, 
dealing as a financial consultant, in order to make that 
assessment that is found on that page? 


Mr. Logan: I do not believe -- I believe the 
answer ta that would he no. 


Mr. Philip: You're investing an awful lot of 
money and you're saying the chief financial officer -- 
you didn't check into his track record in handling 
Tinance and acting as the chief financial officer and 
advisor to the company? 


. Mir. Logan: ine this .DartLenlatescase, ol .don at 
think we did. 
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Mr. Philip: Okay. Would you--can I refer you 
UOGmLiem COMLAUENLIOL “memol which owas ewrittenmvo eebenos 
Caplan by Mary Eberts, the lawyer who was acting as an 
advisor to the Cabinet or would-be Cabinet? It’s ina -- 
you heve a large binder -- 104. 


Np began. Yes, 1047 N-&? 
Mr. Wildman: WN as in Norman, N-A. 


Mr. Philip: The letter that starts off. ‘Dear 


EPingr | 

Diese oocolis = .es. 

Mie Philip: (All tright tail. vondery if) cengreten 
you --- 

Mr. Phillips: Can we read this? 

Mr. Logan: We haven't read this letter. 

limaePhi Inpsea Okay 
---Pause 

The aspect I want to refer you to in that -- I 
doen't want you to necessarily condense the whole thing 
and figure out what I'm getting at -- is there's some 


concern about the situation respecting PEC, that nie 
Caplan was associated with, and I'm wondering if you're 
aware of the history of PEC and what happened to that 
organization financially. 


Mr. Logan: I believe the company was eventually 
wound up or sold; I'm not sure, pitesss 


Mr. Philip: Am I right in Saying -=- 


Mr. Logan: --- I'm not terribly -- I guess I 
have to say I'm not very knowledgeable about PEC. 


Mr. Philip: Am I right in saying there's a $23 
willion bankruptcy involved --- 


Mr. Logan: I don't know. 
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Mr. Philip: --- with this major company? 
Heeb ogeis 1 don't know. 


Mir: Philip; JI guess my concern ta you is, here 
you have a major investment, and here you have s 
Presentation of all of these wonderful people who are 
going to take care <af, quote, "the taxpayers’ 
investment," and the chief financial officer, you haven't 
checked into his background, and the fact that maybe his 
track record may not be as glorious as the=picture that 
One owould seen COUthInK SD va ook ingest thes resiine =o 
mean, would you hire somebody for your own company 
without checking on his background? Here you're hiring 
what amounts toa the chief financial afiicer of .a conpany 
that you're investing millions of dollars in. 


Hye rivebipss Excuse le. Mr. Logan, do you 
adopt that’ descrintion ch. Hiring o” Chielr  fLinsncial 
officer’? 


Mr. Philip: And glorious? 
Hr. Phillips: And glorious? 


lir. Logan: Would you repeat your question, Mr. 
Privao? 


ir. Wildman: Just don't use adjectives. 


Mr. Fhilip: Would you accept that if you were 
hiring someone to act as a financial officer in a 
corporation that you owned for major shares that you 
would at least want to check what his previous work 
record was? 


ae Mr. began. If Twas hiring ua -chief finsncial 
officer for my firm I would check his previous --- 


ir. Philip: If you were investing in a company 
in which the chief financial officer was making major 
decisions, you would want to at least check out his track 
record? 


Mr. Logan: We would want to check out the track 
record of the management as a whole --- 


The Chairman: Excuse me: I would ask that you 
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(The Chairman) 
open that door; this room is stifling and we have someone 
closing that door on 4 frequent basis. If there is a 


Problem for the people at the rear of the room I would 
Suggest that they move forward. 


Flesse continue. 





Yr. Logan: --- so that we typically would into 
the background of the management as a whole. I think if 
you go through those three pages we placed the emphasis 
on the strength of the management team in the first few 
Slots --- 


Hy. Philip: But basically what you were doing 
was putting your -- 15 it not fair to say that what you 
were doing was putting your major emphasis on the 
research and development? No one is questioning whether 
or not it is & good idea or not -- at least at this point 
in time; we don't know enough about that to question 
intelligently without dealing with problems and patents. 
and Lord knows what all -- but, giving you the benefit of 
that, it would appear that you came to the conclusion 
that there are some great technical skills involved, but 
when it came to the financial skills, you didn't check 
into the background and track record ci the chiet 
financial officer who is going to handle the money, the 
investments, who is going to act as the financial 
Vice-president of the company. 


Mr. Logan: The major financial decisions by the 
company would be made by the board of directors of the 
company, such as setting its budgets and its annual 
goals, and we would have had a major input. The role of 
the vice-president of finance is to be able to prepare 
Projections and to handle the management of the funds, 
but --- 


Ny Sih wpe) © Buthethem st inancial decisions are 
made on the judgments of a man associated with a company 
who just a year or two before had gone into -- had gone 


into receivership in July. 


Mr. Lagan: Well, Mr. Philip, I can answer you 
this. that 1 don't believe -- and I would have to go back 
into our file -- keep in mind that I don't do all of the 
analysis -- but I don't believe that we check into the 
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personal background. I may have to stand corrected that 
we did do some checking and had we looked at it and found 
that Tir. Caplan had had a major influence on 4 company 
going bankrupt, that may have been & concern or ours. 


Let me suggest. though, also that when we do 
lock into the hackgrounds of proponents who come to the 
IDEA Corporation, the fact that they have failed in some 
earlier venture” isson0. | necessari Ly anyinin ste cS 
abhorrent; in fact, people often learn by their failures, 
especialls.” Sentrepréncurs sevo0m ave Crd Comer Untgoce rl. 
enterprises in the past or who have been involved in the 
past, they typically wearne irom chery aires andgorcven 
do better in subsequent ventures. 


So it would not necessarily have been a 
negative, but 1 am afraid I don't know what his role and 
involvement --- 


ye PNA eatin save TS. lt Jo. nano od 
stockbroker that gave me advice based on the idea that 
you should invest in this company because the treasurer 
has gone into bankruptcy in the previous company and 
therefore he's had a learning experience, I think I'd 
change stockbrokers. 


Ny. Logan: Welly ed suggests if your 
stockbroker suggests that's why you should invest, then 
I'd agree with you; but that's not what I'm suggesting 
was the basis for our decision. I'm suggesting the basis 
for cur decision was an overall management team that we 
felt was particularly strong on the technical side and 
had decent coverage in the other areas. 
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Mimoetietig.. 4g Now, lkpewoUen, OW Gid vou Cone 
to that conclusion? You're the one that I understand -- 
am I correct that you prepared this breakdown for the 
board, under Tab 11 -- under Tsb 10 -- and it basically 
paints what seems ta be a fairly strong management tean, 
including the treasurer --- 


Mr. Logan: Yes --- 


Mr. Philip: --- and you haven't even checked 
into that treasurer's background, or track record. How 
do you come to the conclusion that, you know, that here 
we've got to have decent coverage and operating areas? 


Mr. Logan: --- because we felt, on the basis of 
the information that was provided to me, that that was an 
accurate statement. 


1a ay tay oh abe MA Where did you get all the 
information? 


Mr. Logan: We were provided with resumes on all 
of the individuals. 


Mr. Philip: And you didn't check the resume in 
Caplan's case? 


Mr. Logan: I think I said that I do not -- 4n 
not aware of checking in his personal matters. 


jae meena op oe Er wi Okay. Wha was it that, said, 
"What's in & billion?" Well, I guess, what's im 31x 
million. 


Let me ask Mr. Blakeley a couple of questions, a 
few questions. Am I correct in saying that the first 
time that you came to know about Wilf Caplan's 
involvement with Wyda was on February the 19th, when the 
document that I've just referred ta was presented to the 
board? In other words, when Tab 10 was presented? Was 
that what you -~- 


Mr. Blakeley: That is not CULIECL. 


Mr. Philip: That is not correct? Okay. Would 
you correct we then? 


Mr. Blakeley: Yes. The first I learned of eke 
Caplan's connection or involvement with Wyda was in the 
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original business plan that was submitted on August -- 
that we received on August l2th, where he is named --- 


gba Ade eign oe On August the 1Zthy ~Weres yous=—- 
what tab would that he? 
lir. Blakeley: Two. 


Tre eEDi Pipe Tabog okaveu ands! Tl cvemg ote that 
as July thestthe butwiletenenjustecheck sl 


Mr. Blakeley: It was written July 4th, received 
Dyas 

Mr. Philip: Okay. so you were aware then, but 
were you aware of his connections with the Cabinet 
Ifinister at that point? 


Mr. Biskeley: “Personally, It oceurred “to me, 
yes --- 


Mr. Philip: It occurred to you --- 


liv ewe laheveys 4s I said yesterday, what 
triggered my mind on it was the spelling of the name, 
because Caplan is normally spelled K-A-P-L-A-N, and I 
recognized, you know, was fully aware of who was whom in 
the Ontaria government and I knew it, and I connected it 
by the spelling of the name. 


Hy eee i Okay. So you connected on July 
the 4th -- I mean on August when you are dealing with the 
document of July the 4th you connected also on September 
the 9th, I would imagine, since it's covered under Tab 4 


Mr. Blakeley: Yes. 

Yr. Philip: --- you -- is that correct? 

lir. Blakeley: That's right. 

Tir. Philip: And then you cormected sqain under 
Tab 5, which is the one that we just referred to, in 
which you received & memo from Mr. Logan --- 


liy, Blakeley: That's right. 


Nir. Philip: Okay. And then it's connected 
again on February the 19th in which there's a hoard 
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meeting and you're discussing the qualifications. 


. During all of that period of time did you 
consider it in any way your responsibility to check out 
the background, or track record of Mr. Caplan, since he 
WES & Prime player in this? 


lr. Blakeley: Not up to that tine. 
li Srbplap. »Notoup until that tine. 


Tr re neips. Did you agree he's a prime 
player? 


Nir. Philip: Okay, let me put something else in 
perspective. 


This particular draft is presented to the board, 
and as we understand from the evidence, you told the 
board, or advised the board --- 


Nr. Armstrong: No, Mr. Philip. if you refer to 
lir. Macdonald's statement --- 


Mr. Philip: Soa it's Mr. Macdonald's -- advised 
the board --- 


Nr. Armstrong:No, Mr. Philip, the statement 
reads: "At an early point in the presentation, Mr. Logan 
reviewed Wyda's wanagement team and msde reference to Mr. 
Wilf Caplan as being the Vice-President, Finance. In 
other words, when he got to this slide Mr. Logan said 
that. And then it goes on to say: "He said that Mr. 
Caplan was the husband of an Ontario cabinet minister. " 
And Nr. Macdonald says in the statement, "Since this was 
the first occasion on which the board had to consider & 
Proposal from a company where one of the members of its 
management team was the spouse of a cabinet minister, I 
felt that it was important to give the hoard members an 
opportunity to make any comments they might have. * 

He goes on ta say. "The board was unanimous in 
its view that the proposal from Wyde would be considered 
in the same manner as any other proposals, namely. on its 
ability to meet the criteria I have just enumerated." End 
of paragraph 10. 


Mr. Philips: Mr. Blakeley, were you involved in 
that discussion? 


Co 
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MNre Rlakeleven No.) Tomenotte ids pector.. 


tir, PH Lips No,,but,; vou wereyat the meeting 
and you are an advisor to the board? 


lir SBlakeley: “wies.  YeSe 


Tit Se i nie So. were you involved in that 
discussion at all concerning Mr. Caplan’? 


NresBilskerey. Mere Wasy noe ca Scusslon-ssyane 
Chairman, as J recall... andvas..) stated, yesterday: went 
around the table and asked each of the directors if there 
was any dissent or opinion that they would like to 
Gx soe Aca te SOIGMVEStLerasy al sass ped peeve em there 
Was NLOne. 


MrcePh il ioe Cam you give us any reason why 
you think there would not have been a discussion about 
this at this point in tine? 


Mr. Blakeley: Not up to that time. 


Mr. Philip: Well. may I suggest that there is 
an interesting set of. events and maybe... they. are 
colncidence but let me suggest to you that they are 
interesting. June 26th, 'G&, there is a new government. 
On August the lzth Barnes calls you about this particular 
application. Four days before this you are in fact told 
that there 1s the winding down of the operation. 


Mr. Armstrong: Excuse he. Are you saying 
August the 6th? 


Mr. Philip: Four days before the February the 
19th there is --- 


Vir. Armstrong: No. No. .You;said. ° You're,at 
August 12, '85,". That would be August the 8th, '&5. 


My. Philip: Okay, August the 8th of ‘85 you 
get the call from Barnes. 


Mr. Cannon: No. 


Tir. Armstrong: You said, “a winddown at the 
IDEA Corporation". 


Ir. Pope: That would have been October. 
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. fir. Philip: Would you get the signal then there 
1s the winddaw? 


Hr. Gillies: Assuming the Treasury --- 
Brien lap Okay. in October of ‘65. But you 


get further confirmation then of it from Mr. Kruger in 
more detail, doa you not. three or four days before this 
meeting -- February the 19th? 

fir. Blakeley: That is right. 


Mr. Logan: Not three or four days before the 


meeting -- Februsry 19th, yes. 
ir. Blakeley: You said February --- 


Mr. Philip: Did you not receive word from Mr. 
Kruger prior to the 19th that there was going to be the 
winddown? 


Nr. Blakeley: No. 


Nowe ba Lips oo, on the 19th then you received 
the word from Mr. Kruger that there is the winddow? 


ir. Blakeley: Ey June 30th. 


Tir. Philip: By June 30th. May I suggest to you 
that there might have been strong motivation on the part 
of all of you to at least be receptive to what Mr. Barnes 
might he concerned about -- a major application? Because 
here is the guy slong with Kruger who is putting you out 
of business and that maybe that had something to do with 
the motivation of the board in not questioning the 
relationship with Caplan or his competence or his 
background -- that maybe that was why there was very 
little discussion of whether Ifr. Caplan was the strong 
financial technician that you needed in that post or 
indeed that there may have been something inappropriate 
of his relationship with the Cabinet Ministers. 


Hey sPolsinelli- That is really grasping at 
strays. 


Mr. Phillips: Could you repeat the question? 


Mr. Cannon: One of the components that I would 
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s? Are you asking all of us to respond to that? 
liv oPhilip: Ne, Ion asking lr. Blakeley. 
Mr. Cannon: Well, I think you mentioned all. 
lr, Logan:) You said all. 
Mr. Philip: No. Mr. Blakeley was at the board 
meeting and therefore he would have some insight as to 
what went on and why the board did not in fact discuss 
this major piece of evidence that I would think one --- 
Nr. Armstrong: sO, 7 You V are easking--uswete 


speculate on why there was no discussion of Mr. Macdonald 


lire Philip;-"and that tis’ a legitimate: question. 


My. Phillips: We da not accept the fact thavea¢ 
was & Major piece of evidence. 


The Chairman: Mr. Philip, your tine has 
expired by a couple of minutes actually -- I lost track 
of it and we did indicate that we would adjourn at seven 


o'clock or very clase ta that. 


it is very unfair to ask these people to speculate on 
why each person around that table did not say something. 


Hr cE pp line Chaixmean. lojust (Wwaneato say tiat 


. Mr. Fhilip: I'm not asking each of them. I'm 
asking the one person that was at the meeting. 


Hye Epp? I wean how can anyone know how each 
of those persons -- why they would speculate or not 
speculate. I mean that is 4 very unfair question. 


Mir. Phillips: Mr. Chairman, it was answered 
absolutely in the negative by Mr. Blakeley and I hope 
that it appears in the record. 


. ir. Wildman: Mr. Chairman, ta be fair ta the 
Witnesses, I think that we should give them the 
opportunity toa respond to whether or not the set of 
events enumerated by my colleague in any way might have 
influenced, stacked against a stronger survey of Hr. 


- 
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Caplan's relationship and background and competence in 
your work towards recommending approval over the Wrda 
application. 


Mr. Logan: I don't believe that had -- the 
sequence of events Iir. Philip recited hsd anything to do 
whatsoever with our evalustion of Wrda as an investment. 
I might further state that what we typically view as 
being the most critical with any investment is the 
entrepreneur who is really leading that investment. In 
Lhiteecesertpateas tr. Dabzinski. 


The other people are all supporting staff and 
when you have typically a small sort of company you don't 
expect to have the most qualified people in .the world in 
every major support position. So, the key entrepeneur 
who 18 leading that effort is the absolute key individual 
and that is Tir. Dobzinski. Then you have to look at, 
when you are dealing in technology, is how good is his 
technical support and that is by far the second most 
important thing because if you don't have a good product 
you have nothing. 


The next thing you hsve to look at 1s your 
marketing support because you have got toa introduce this 
thing into the market place and the rest of it is really, 
by in large. second fiddle. 


In addition, this company had already had a 
budget -- an SRTC financing in excess of $9 million and 
to the best of our evaluation had handled expenditures 
of those funds in a satisfactory way. 


Mr. Chairman: Well, it is past seven o'clock. 
We've allowed Hr. Logan sufficient opportunity. He'll 
have further time this evening if he wants to expand on 
that. 


The committee recessed at 7:05 p.m. 
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STANDING COMMITTEE ON PUBLIC ACCOUNTS 
Thursday, July 3, 1986 


The committee met at &:41 p.m. in committee roon 


The Chairman: May we come to order, please? 


Mr. Logan, did you wish to expand on your 
remarks that you -- I thought you completed at 7:00, bat 
if you have anything further you want to add at this 
stage, I'll give you that opportunity. 


Mr. Logan: No, Mr. Chairman. I have nothing 


more to add at this point. 
Mr. Chairman: All right. Thank you. 
Yr. Gillies? 
The Vice-Chairman: Thank you, Mr. Chairman. 


Gentlemen, I'd like to just ask you a bit about 
the corporation. Perhaps, lr. Blakeley, I should ask you 
these, and if you want to refer any of them -- just about 
the Situation -- in the October budget of last fall... fir. 
Nixon indicated that in all likelihood IDEA was to be 
wound dawn, and that he and the government were looking 
for another more appropriate vehicle for high technology 
investment, which then was followed by the February meno, 
and then the direction that June 30th would be it. 


Can you tell me what is going to become of the 
portfolio? What's going to happen to the investments 
that have been made into companies by IDEA? 


Mr. Blakeley: I can't answer that. — That's up 
ta -- all we know is that responsibility for it has been 
transferred to the Ontario Development Corporation. 


The Vice-Chairman: To ODC. Okay. 


Are any, to the best of your knowledge Soe is 
appreciate that you're no longer with the: corperatyon ges 
but is there any plan to privatize any of that 
investment? 


Mr. Blakeley: Not to my knowledge. 


The Yice-Chsirman: Okay. Pretty well from 
Octoaher on your operation was working under, if not the 
knowledge, at least a very strong indication that IDEA 
was going to be wound dawn, and that basically June 30th 
an awitul lot of you were going to be looking for jobs. 


I.wonder if you're aware of IDEA employees who 
may have gone on ta work in companies that they dealt 
with during the period that they were IDEA employees? 


ir pleakerey. Welle uy the "Lirst piece we Gig 
not know last October that IDEA would he wound dow in 
June. We didn't know that until February. 

The Yice-Chsirmsn: M'hm. 


Tir. Blakeley: Now. I'd like to know the second 
part of your question. I'm sorry. 


The Yice-Chairman: What ‘Id like>‘to know is 
this: whether any of your former employees from IDEA 
heave gone on since the winddown to employment in 
companies that dealt with IDEA. 


tir. Armstrong: Do you mean companies that IDEA 
invested in? 


The Yice-Chairman: Yes. 


Mr. Blakeley: As employees, would that include 
contractual? 


The Yice-Chsirmsn: Yes. 

Mrs Blakeley: As far as I know. only one. 
The Vice-Chairman: M'hm. Who would that be? 
lire Blakeley: “tir “Bill Douglas: 


The Vice-Chairmsn: Right. And he is now with 
Graham Software? 


Mr. Blakeley: He's on a retainer, as I 
understand it. 
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The Vice-Chairman: Right. Nobody who worked on 
the Wyda file has still gone on to employment with the 
Wyda Corporation? 


Nr. Blakeley: M'hn. 

Nr. Armstrong: The answer's no? 

Nr. Blakeley: The answer's no. 

Mr. Armstrong: The anawer's no. 

The Yice-Chairman: Okay. = 


When Tir. Carmen was before us, he indicated that 
he had a discussion with ir. John Kruger. at which time 
the question of Mr. Caplan's association with the Wyrda 
came up. and the reason I put this to you is that Ir. 
Carmen 'Ssaid) it was in the context of discussing your 
future with the government, or possible employment. Do 
you know in what context that may have been? 


Mr. Blakeley: Can I look at the transcript? 


The Yice-Chairman: Yes, I have it here. This 
is the transcript of last Wednesday morning, June 25th, 
on pages 20 and 31. 


Mr. Blakeley: I don't have that transcript. 


The Yice-Chairman: Yell, Pade read you the 
excerpt, and then I can hand it to you, if you like. 


I asked Mr. Carmen if he was contacted by 
anybody regarding the Wyda desl and regarding be 
Caplan's relationship with Wyda, and he said: Bee eh ey 
Kruger mentioned it to me." 


Ana “D) «said:: "Mr. Eruger mentioned it to you 
prior to June 10th. May I ask in what context he raised 
ate 


Yr. Carmen: "We raised it in the context that 
there was some connection, but he saw no problem with it. 
as I recall the discussion. " 


I then asked him in what context it was raised 
in the conversation. 
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i > Hr... Carmen, "Lt. ,CQME .Up. In CONCEXt “With some 
discussions regarding Mr. Blakeley's arrangements with 
the government. " 


rods "Mr. Blakeley's arrangements with the 
government being what?" 


ir. Carmen: "Because the IDEA Corporation was 
being phased out, Nr. Elakeley's future with the 
government was being negotiated by Iir. Kruger. " 

Do you know what that would be referring to? 


Mr. Blakeley: No, except discussions I had with 
Tir. Kruger regarding my separation. 
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The Vice-Chairman: Okay. Was Mr. --- 3 
lr. Pope: Go on to the first page --- 


The Yice-Chairman: --- were either Hr. Kruger 





fr. Phillips: Give me & moment to read this: 
it's been handed to us by Mr. Pope. 


The Vice-Chairman: Okay? 





All right, I'll ask you the same series of 
questions I asked Mr. Carmen at the time. 


Well. let me ask one initial question. 


Did you at any time call Mr. Kruger and in any 
way Bring to his attention the relationship heteween Hr. 
Caplan and Wrda? 


Mr. Blakeley: No. 


The Yice-Chsirman: Okay. Were you contacted at 
any time prior to June 10th, when I raised this matter in 
the Legislature? Were you contacted by any official in 
the Ilinistry of Industry, Trade and Technology. regarding 
Mr. Caplan's relationship with Wyda? 


Mr. Blakeley: No. 


The Vice-Chairman: Were you contacted prior to 
June 10th by any official in the office of the Premier, 
or the Cabinet office regarding lr. Caplan's relationship 
with Wyda? 


Mr. Blakeley: Noe. 


The Yice-Chairman: Fy any other ministry of the 
government? 


Mr. Blakeley: No. 


The Vice-Chairman: Okay. Conversley, prior to 
June l0th, did you contact Mr. Kruger? Did you contact 
any official of the Premier's office, Cabinet office, the 
Ministry of Industry, Trade and Technology. or any other 
ministry, to communicate to then anything regarding the 
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i =— lire. Carmen: rit Came up “In context “with sone 
discussions regarding Mr. Blakeley's arrangements with 
the government. " 


Tt said: "Nr. Blakeley's arrangements with the 
government being what?" 


Mr. Carmen: "Because the IDEA Corporation was 
being phased out, Nr. Elakeley's future with the 
government was being negotiated by Iir. Kruger." 

Do you know what that would be referring to? 


Mr. Blakeley: No, except discussions I had with 
lir. Kruger regarding my separation. 


= duly 3, 1986 


Pvt. 2 Ce-COst rman: ) OKSy. oO ¥as lip. --- 


ny Pope: qicoson tothe first pager—2- 


The Yice-Chairman: ».<--- were either, Mr, Kruger 


fir? Philiips: Give me & moment to read this; 
it's been handed to us by Mr. Pope. 


The VYice-Chairman: Okay? 


Aly “right ~.I'11, ask’ “you” the” same -series.4of 
questions I asked Mr. Carmen at the time. 


Well. let me ask one initial question. 


Did you at any time call Mr. Kruger and in any 
way bring to his attention the relationship beteween Mir. 
Caplan and Wyda? 


Mr. Blakeley: No. 


The Vice-Chairman: Ckay. Were you contacted et 
any time prior to June 10th, when 1 raised this matter in 
the Legislature? Were you contacted by any official in 
the Ministry of Industry, Trade and Technology, regarding 
Mr. Caplan's relationship with Wyda? 


Mr. Blakeley: No. 


The Vice-Chairman: Were you contacted prior to 
June l0th by any official in the office of the Premier, 
or the Cabinet office regarding Mr. Caplan's relationship 
with Wyda? 


Mr. Blakeley: No. 


The Vice-Chairman: Fy any other Ministry of the 
government’ 


Mr. Blakeley: No. 


The Yice-Chairman: Okay. Conversley, prior to 
June 10th, did you contact Mr. Kruger? Did you contact 
any official of the Premier's office, Cabinet office, the 
Ministry of Industry, Trade and Technology, or any ather 
ministry, to communicate to them anything regarding the 
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Mir. Blakeley: Na, the only person that had any 
discussion about the matter was Mr. MacKinnon, at the 
board meeting, who was a director of the Ministry. 


The Yice-Chairman: kay. Mr. WMackinnon; that's 
the board meeting of which date? 


ltr Blekeley. hoc prion to -—- 


The Yice-Chairman: I'm sorry, there's been so 
Many *MeecinySs= --= : 


Vir. Blakeley: The 6th? He wasn’t there March 
the 6th. No, I'm sorry. I take that back. TIfy dates are 
out of order. You say June 10th? 


The Yice-Chairman: Yes, anytime prior to --- 


TEES Blakeley: To June 10th] Nex the answer is 
no. 


The Yice-Chairman: Okay. 


So we have to assume then, that Iir. Kruger and 
Mr. Carmen discussed this matter; “it came up “in a 
conversation regarding “you, * putes youte ein ices 
communicated with either of them about the facts at hand? 


Mr Blakeley Nov 


The Yice-Chairman: Okay. CoUlgeeL) SrA SK = 
gentlemen, I just want to -- there were six questions 
there really, and just to summarize, I asked your 
colleaque if he was contacted by anybody in Industry and 
Trade, anyone in the Premier's office, anyone in Cabinet 
office, aor did he contact anyone in those three places. 


Could I ask you. Ur. Logan, lr. Marugze eine 
Lannon, each to respond to those same questions? 


Mr. Logan: I had no contact with anybody in any 
of those dates; I carmot remember the exact dates, but I 
did place a call to Mr. MacKinnon at the ODC, as the ope 
was “Overseeing - IDEA’ Corporation,? with regard: >to: > 17 
Proposal which I was taking to the June 18th board 
meeting because it was going to be different from what I 
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(Mr. Logan) or 
-- from the Nay Sth board meeting, which didn't get heard 


-- but I believe, Mr. Gillies, that that happened after 
June 10th. 


The Yice-Chairman: Okay. 

Mr. Maruazo? 

Mr. Maruzzo: I don't believe so -- June 10th? 

The Yice-Chairman: Anytime prior to June 10th.- 

Nr. Marugzo: I don't think so. 

The Vice-Chairman: Ir. Cannon’? 

Mr. Cannon: No to the six. 

The Yice-Chairman: Okay. 

I want to ga back, Mr. Cannon, for a minute, if 
I might. If you refer to the item in the green binder at 
tab 4, this is the memo to you from Mr. Parikh. 

Can you tell me again -- 1 thought I had a note 
of it here somewhere -- but in earlier testimony today 
you told us the first time that you became aware of the 
Caplan connection to Wyda. Can you tell us again when 
that was? 

It's not in here; it's just something you said 
earlier, the first time that you became aware of who 
Wilfred Caplan was and the context of his relationship to 


the government. 


Mr. Cannon: Oh, that was in -- when Daryl sent 
his memo ta Harold and I, whatever date thetecl Ss) 


The Yice-Chairman: Okay, you're referring now 
to the October 16th meno? 


Mr. Cannon: That's correct. 





The Yice-Chairman: Oksy. 


In the memo that you got from Mr. Parikh. if you 
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look at the last page, page 4, I want to. quote you the 
third last paragraph there. 


Tir ecannorn: heer nn, 


The Vice-Chairman: You can see it: "Apparently 
this company is backed by prominent people. and Harald 
Blakeley wants to review this assessment with Peter 
Barnes after 1t's completed. He's asked’ ne tc* keep hin 
informed regarding our review. " 


Bid you not -- was your curlasity not caught by 
what Nr. Parikh said in that memo? Did you never ask hin 
or anyone else who these important people were, or why 
ube: barnes (7 had) (an nterest erin LiveeeepebeeculLar 
application? 


fir. Cannon: No, 2 did not ask hin thet. 
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Mr. Gannon: Noa. 


Mr. Gillies: How common is it -- that didn't 
catch your attention particularly. Is it very common 
with applications that were going before you to have 
attached to them memos and directions that this. that or 
the other official has an interest in it? 


Mr. Cannon: Could you repeat that? 


Tie Gilliesd Well, I am just wondering hew 
common it was. I mean, this didn't catch your attention 
at all. Here Peter Barnes at the time, Assistant Deputy 
Minister, had expressed an interest in this particular 
application and wanted to be kept apprised of it -- that 
didn't catch your attention particularly. You didn't 
follow up on it or ask well who wants to know or who are 
these important people. So, that just has me wondering 
how common it is. Do a lot of applications come in with 
notations like that attached to then’ 


Mr. Armstrong: Mr. Gillies, this 18 4 memo. 
This isn't the application. 


Mr. Gillies: I know, memo, application, any of 
it. I'm just wondering how much paper was there floating 
around IDEA saying flag this one for Peter Barnes or Pat 
Lavelle wants to know about that one. Is it common or 13 
Penk 


Mr. Cannon: You are referring now ta internal 
memos ss opposed to proposals that come in the door? 


Mr. Gillies: Yes. 


Mr. Carmon: I really don't know how common that 
4s. What I can say is that whether it is frequent or 
infrequent, my approach was consistent throughout. I 
just continually ignored it. It made no difference to me 
whatsoever. 


Mriv Gilives @) Yesh welll appreciate that. I'm 
not questioning at this point your reactions Lom tnese 
things but you said whether it was there or not you 
ignored it. It sounds like it happened fairly often or 
was not an uncommon occurrence for such notations to 


accompany €& memo. 
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line Gannon: “wAgeain, I don-t know. ft couldn ¢ 
say whether it is common or uncommon. I would have to 
lean on the side of it being uncommon. 


Mr. Gillies: Okay. 


Mr. Logan, your Tiemo Number Five. the one 
drawing the comparison to the Cumberland Group -- 


Hr bogey = — tne conLTaeu 


Nr Gi ries: The contrast. Pardon me.“ yes. 
The -- again, perhaps I'll put to you basically the sane 
question i just.- pul sloo eT Carn wena se Ce oeaean 
exceptionsl to have political influence exerted on an 
application that you felt compelled to write a memo about 
it or was it really fairly commonplace? 


Mr. Logan: It is not particularly commonplace 
to have pressure exerted. 


Nr Gillies:=) ‘Okey (i letes (think about. -—- ghet 
were some of the other multi-million dollar approvals 
last year apart from Wyde? There was Graham Software --- 


Nr. Logan: Da we want toa get into this? 


Hirer one: “ses, se uC: 

Mr. Gillies: Graham Software and -- Gould you 
give me another example of & successful grant of lets say 
over $2 million ? 


The Chairman: irs Gillies. <1 wanders it) you 
could clear up for me and for the rest of the committee 
the relevance of this. Thank you. 


tine worl res? Well, the relevance --- 
Nr Pope: Juste" second? since when does tir. 


Gilles as a member of this committee have to establish 
relevance in your eves? 

The Chairman: Well, if you are violating what 
we set out as the issues to desl with, I think that it is 
Clear that we have to stay within those. 


Ur. Pope: Give us a break. He is™entitled®¢o 
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i eeesesesesesesess—“‘(CRO 
ask about what approvals have been Given for the last 
year. He 1s entitled to put the question the way he 
wants it. What is this? Are you guys the censors all of 
& sudden? Give me a break. He is entitled to ask his 
questions the way he wants. 


Mr Chairman: Let's have some order please. 
lir. Gillies, do you have any difficulty in --- 


fir. Pope: Do you want me to go on a4 fishing 
trip? We'll be here for the rest of the night. 


ir. Ward: You have been on a fishing pba Waly 


Mr. Gillies: Before I was interrupted, Mr. 
Chairman, I asked for --- 


Er.2pp: , 1 ton't think that isefasir.to the chair 
because the Chairman interrupted you --- 


The Chairman: Qur counsel has expressed an 
concern. The counsel for IDEA has expressed 3 concern. 
I am asking if you would give us an indication --- 


HrwGillies>,. tir) Chairmen, .wheat [am trying to 
establish is that or what I am trying to find out is 
whether the memos that are under tab 4 and 5, both of 
Which mention or allude to political influence, being 
exerted or attempted to be exerted on applications for 
the corporation. I am trying to determine whether this 
was commonplace. I am trying to draw some parallel or at 
least have some basis for comparison as to whether there 
was anything exceptional regarding the Wyda application 
as opposed to several others that may have been before 
them in the last year. 


Mr. Bell: Let me just tell you what my concern 
is. It flows from what we experienced this afternoon. I 
understand that there are certain problems oar certain 
obligations the IDEA had as for confidentiality and i al 
only concerned that they not be put in a position of 
disclosing information which may get to be difficult. 
Now, Mr. Phillips has already indicated probably 
concurrently with me thst concern and I know this 
committee doesn't want to get any witness into 4 
situation of disclosing information that is not in 
accordance with any obligation. That is the reason for 
my concern. I tell you though, it can be dealt with in 4 
manner that the thing was deslt with this afternoon. I 


ho 
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have a duty ta the committee and I believe through the 
committee -- the witnesses -- to express concerns when I 
have them on that basis. 


Mr. Gillies: Well. what we are really saying is 
that we have to deal with this particular application and 
this particular series of events in complete isolation 
and without any basis of comparison with anything else 
that the IDEA Carporation was doing in the last year. 





type hee No; no. LDL monet ‘suggesting --" 1m 
just suggesting, I quess I am reminding the witnesses and 
their counsel inthe room that they express concerns? as 
for confidentiality in other contexts and I want them to 
he alert Coctiae concer 


I an doubly ‘concerned, that, there isnoe éntity 
that further exists called the IDEA Corporation that can 
indemnify the people that are before you. av Lb of tae oe 
principle of law called vicarious liability wherein 
employers that have substance to satisfy judgement will 
indemnify people who are employed by or directed by then 
CO (Peri ormgitiesthee acu TOC Fer y= tnt ome’. lid vom eo 
concern that this doesn't exist here anymore. That is 
the TVeqsonr tor ony (concern. 9) . no oem rec ting. any 
questions. I'm raising that because I feel that I have a 
duty through the committee to those witnesses to do sa. 


The Chairman: Well wie t 15 eVOUL sade Cel iit 
respect to what Mr. Gillies has just outlined in terms of 
the Cyrection,. 
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The Chairman: Well,» what's. your advice with 
respect to what Mr. Gillies has just outlined in terms of 
® direction? 


Mr. Bell: Well, the witnesses have to be quided 
by their counsel ss to whether and to what extent they 
have concerns as per thase questions in the bounds of 
what I've given. And maybe Iir. Armstrong should be 
Permitlece touterpresscwhat the concern is. Then I can 
comment, I think, if it's appropriate. 


Mr. Phillips: I think -- someone interrupt he 
if I get out of hand or fall short -- we'd like to be as 
helpful as we can. We don't want to -- we think it's 
contrary to, I suppose, the investors' duty to the 
investees to be specific. I've just been informed that 
all investments made by IDEA are ultimately published in 
an annual report. So we can name the names, I suppose. 
generically. 


What we don't want to do is start -- if there is 
anything specific to any specific investment -- getting 
into that specific to the investment. We don't mind 
listing the names of the investments, because they’ re 
going to be public information as Soon 45 the report 
comes out. 


a, Bell: IT didn't take it that Mr. Gillies 
intended ta do that, to explore that detail of other --- 


The Yice-Chairman: No, no, no. I don't want ta 
get into the financial detail of any of your. other 
clients. 


Mr. Phillips: I don't want to relate the matter 
that is being discussed in connection with this 
investment in respect of other investments specifically. 


Mr. Pope: Well then, we have 4 disagreement. 


ne 


Why can't we ask? 


Mr. Blakeley: You can ask. but what restrains 
us in that first instance from answering is that it's off 
topic in our minds, and it breaches a sense of 
confidentiality that we have. That's a pretty vague 
principle which -=- 


The Vice-Chairman: I want you to appreciate the 
Problem this poses for members of the Committee. We're 
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being asked to adjudicate a handling of one application 
before your corporation --- 


Tree POG liiys Sexaceuly. 


The Vice-Chairman: --- without reference to the 
regular processes, the bumps along the way, the way that 
other similar applications were handled, and --- 


My -Phillins: Extuse Mey “Lado ttn thet = 
what I “said: — 1 said siquite theicontrary> ive don > mind 
handling it in that general fashion to put it in the 
context of Wyda as an investment and the others generally 
-- or even the other biggies generally. It's when you 
get “specific. te snether investment that ve re ‘entering 
into the private affairs of that investee. 


The Yice-Chairman: All right. Let's do it this 
way, then. 


The: Chatrman eee upam Gli les. ele your cone: nave 
any problem, I'm going to sallow you to proceed, and 
COUNSEL iis CUeTe TeDLesenting wire If you have any 
concerns at any juncture, we will listen to them and make 
a decision on them) =*Ckay? 

The Yice-Chairman: Sure. Okay. 

The Chairman: Please proceed. 


lr Hlekeley: I think , vwe-re=-coing= the right 
way. It's Just when you ask the names. | 


The Vice-Chairman: Sure. Well». tet°s <do it 
this way, then. 


. You had how many -- you made how many grants and 
equity investments in the last year of over. let's say, 
$2 million? 

Mr. Armstrong: The word 'grants' --- 


lr. Logan: These are not grants. 


The Vice-Chairman: Pardon me. Not grants; 
equities. 


Mr. Logan: These are investments. 
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The Yice-Chairman: How many investments of over 
two million in the last year? 


Mr. Logan: Two million or more? 


The Yice-Chairmsn: I think it was about five or 
S1x, wasn't it? 


Mr. Logan: In the last year? 


Yir. Cannon: As Mr. Macdonald stated yesterday, 


Mr. Logan: In the last year. or ever since IDEA 
Corporation has been started? 


The Yice-Chairman: Okay, let me am you, Hr. 
Logan: On how many of the big ones that you dealt with 
would you have been contacted or queried during the 
course of the development of that investment by officials 
from the Ministry of Industry and Trade? Half of then? 


Mr. Logan: No. On the large investments, I've 
done -- I can't think of any that I was queried by 
members of the Ifinistry. 


The Yice-Chairman: You can't think of any that 
would have been queried in that way. 


Mr. Logan: Most of -- that's correct. 


The Y¥ice-Chairman: Okay. What about from 
officials outside of the Ministry? Was it & common ar 
rare occurrence, or did it ever happen, that you would 
have a call about one of your proposed investments from 
an official within this building, the Premier's Office. 
the Cabinet Office? 


Mr. Logan: We have, from time toa time, had 
calls about the progress of an investment: Where does it 
stand? Have we arrived at a decision? And those we 
viewed as information-seeking, and we supplied then. 


That would have happened on a few occasions. 


In terms of reaching an investment decision, it 
was more often that the proponent would try to impress 
you with who he knew and the pressure he might he able toa 
bring to bear. It was not common to have anybody from 
Queen's Park call and try to put the pressure on. it 
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tended to come more from the proponents. 
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The Yice-Chairman: When you -- going back to 
the memo, the September 9th memo again: Mr. Cannon, when 
you see a reference made in there that Peter Barnes had 
an interest in this particular investment, would you see 
that more as an interest from Peter Barnes in as much as 
he was the assistant deputy minister, or in as much as 
that he was a director of the IDEA Corporataion? 

Or would you differentiate in your own mind? 


Mr. Cannon: I don't think I'd differentiate in 
my mind at all. quite frankly. 


Mr. Yice-Chairman: Okay. I think, thats -al) 
the questions I have, Tir. Chairman. 


Mr. Chairman: Mir. Ward. 


Mr. Ward: Mr. Chairman. a question to Mr. Logan 
with regards to, I guess, tabs 4. I'm sorry, I have to 
find it -- 4 and 7, in relation to both of those. With 
regards to the management team: Did you ,contact,..the 
University of Barelan, Tel Aviv, with regards to Mr. 
Dobzinski's qualifications? 


Mr. Logan: Not that particular university. We 
did -- Mr. Parikh did phone the University of Bonn, 
because we had to contact the professor under who Ir. 


Dobzinski studied while he was posted in Germany. 


Mr. Ward: Did you make it a practise to check 
all of the references of all of the individuals when 
applications came before IDEA Corporation. 


Mr. Logan: Not all of the individuals on all of 
the applications, no. 


Mr. Ward: The ones that you perceived to he the 
key players’? 


Mr. Logan: We would try and endeavour to check 
out the qualifications of the most important. 


Mr. Ward: If we can turn ta tab 7. When you're 
doing an assessment of the Wyde Systems proposal and you 
list their strengths -- meaning no disrespect to anybody. 
but the most crucial element, in terms of the strengths 
af the management staff, I take it. relate ta the people 
whose names are mentioned: Tommy Hunter snd Hodgkiss. 
Did aorour S566 qe Heme > why are they listed and other 
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individuals are unnamed in terms cf the quality of 
people’? 


ire Lagan 7 I believe. well, I believe ‘those 
were specified in particular because those were people 
that the Ontaric Cad/Cam Centre had considered very 
strong, as they had looked into the Wyda's technology 
and done the technology assessment far --- 


Mrwwerd. lst tai Lovise yo tic tat nema tars wor 
the management team are --- 


Mr. Logan: tine ie nank ethe lor on ewes 
primarily to look at the technology side of it and its 
ability to be taken into the marketplace. Sor HOt 
sure they looked beyond -—--— 


lite Ward= 1 think If we did’ge back tortab 5 1 
ess, more out of curiosity than anything else, because 
‘m ‘sure “that the memasintriques alivol ws>"ani'——erl* w 
rying to identify the “talk of “influence or “pressures, 
r. Cannon. Was it perceived as pressure that somebody 
calls from the Ministry of Trade and Technology. or is it 
considered pressure when somebody calls that's involved 
directly with the board of directors? 


fo er 


Mr. Cannon: I'm sorry. Are you asking nme? 


Mr. Ward: Yes. I mean you elaborated that the 
person that called was alqmansacger winder Peter Gares | 
Peter Barnes is on the board of directors, and I'm just 
trying to” establish whether’ ar not you perceive that 45 
pressure, because Peter Barnes happened to be located in 


the Ilinistry or because Peter Barnes happened to be a 
member of the board. 


Mr. Cannon: Agsin, 1 Sthink simular to lr. 
Gillies' question, I would not differentiate between the 
two. Number one, I'm totally indifferent to the hat the 
person wears, and the net result is the same: If anyone 
called or calls me and in any way, shape or form, 
attempts ta encourage my decision one way or the other, 
either go or no go, that's offside: and that person knows 
it immediately. 


Mr. Ward: A board member or otherwise? 
Hreecannon "er dOnt. (are: wno 1te 1S. 


lr. Ward: Okay. Mr. Blakeley, can you tell me 


8 
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~~ and maybe Bruno is the best one to be able to answer 
this, because he was involved with IDEA for a longer 
period of time -- did MITT slways have a representative 
on the board? Was Peter Barnes there as a MITT rep.? 


Nr Maruzcao: Ne .eWOS.58¢ pUalOCLO ls aaa” eal 
understanding was that he was a director representing the 
shareholders. 


Mr. Ward: Which is MITT? And was it common 
practise always to have an MITT rep. on the board? 


Mr. Maruzzo: From my recollection, Peter was on 
the board from day one. 


Mr. Ward: From day one? 

Mr. Maruzzo: Well, from my day one. 

Mr. Ward: When was your day one? 

Mr. Marugza: September ‘83. 

Mr. Ward: September ‘83, and yet the list of 
board members shows that Peter Barnes was appointed April 
Sth, 1985. But he was on the board prior to that? 

Mr. Logan: No. it's the sixth. 

Mr. Maruzzo: I'll give you the annual reports. 
The annual reports state who the board members are as of 


the date of the annual report. 


Mr. Ward: Feter Harnes was always a member af 
the board? 


Mr. Maruzzo: From my recollection. 





Mr. Ward: So when somebody called from Peter 
Barnes' office, that was viewed as political PIessure, 
sometimes? Again I'm trying to gather the significance 
of the memo in tab 5. 

Mr. Cannon: Are you asking me again? 

Mr. Ward: I think Bruno. 


Mr. Maruzzo: Obviously they are going to call 
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us to find out what's going on, but if someone from --- 


Mr. Ward: That's not what I'm talking about. 
You know what I'm talking about. 


Mr. Maruzza: When somebody calls and says, “I 
think you should do this," I would personally feel that 
that was some pressure being applied. 


Mr. *Werd: ‘Didi youiget ithose wcalistiveryuetten’ 


Infrequently? Occasionally? 


Mr. Maruzzo: Tl can't really’ say) because® 7 
probably wouldn't receive that kind of ¢all. 


MreeWerdeee pid Ou SVererecer vero. 


Mra ruse. Certainly se 7ooc From variaqus 
people in varlous government positions. 


Mr. Ward: But Peter Barnes was perceived aS 
being politically oriented? 


Mr. Marugzo: I guess, from my standpoint. I qa 
back to Daryl's statement. I saw anybody associated with 
Mueen's Fark as being politically motivated. 


lr. Ward: "Farr enough: Stewie Lue auower e.s 
yes, you viewed Peter Barnes as being politically 
motivated, and you had experience in getting calls from 
either Peter Barnes. or somebody in his office. 


ir. Maruzzo: And other -- on other proposals, 
you know they were referred ar submitted by an IPP or his 
office. You know, we'd get a call from somebody in the 
MPP's office. Either to get information or perhaps to 
say how great the proposal was. That was not infrequent. 
Or if we turned somebody down, and they complained to 
their MPP. and we'd have to respond to that querie. 


lr. Ward: ‘Did you get calls from Anne 
Whelan-Griffin? Was she a frequent caller prior to the 
meno’? 


Mr. Maruzzo: Which meno? 


Mr. Ward: I'm sorry, Daryl's. I'm not sure who 
WEOCE) 1 Daryl's memo. Was anne Whelan-Griffin a 
caller on behalf of Peter Barnes over the course of the 
years since 19837? 
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Nir. Maruzza: I spoke to her a number of times: 
but in no instances was she talking about a specific 
Proposal. 


Tirs’ Ward: “Allright: thente \That's allel vhave 
for now, ir. Chairman. 


Mr. Chairman: Thanks, Mr. Ward. If members 
have no strenuous objection, I'd like to ask one quick 
question I'm a little bit curious about, and that's for 
Hr. Logan. You talked about resumes, and you were 
talking about Mr. Caplan earlier and I notice in the 
Original resume, the -- Ir. Caplan's involvement with PEC 
Financial Corporation is mentioned. And in the next 
effort from Mr. Cannon, it's also mentioned, and then in 
tab 9, the Yenture Summary sponsored Daryl Logan. it 
isn't mentioned, as I read it, in the description of Mr. 
Caplan. And I take it that this summary is the one that 
18 presented .ta- the board -~ 18.it <-- 


Wee Logan: Thetis conrect. 


Mr. Chairman: --- for deliberation? Why would 
his involvement with that company have been mentioned in 
the two earlier submissions, and not in the one to the 
board? : 


Mr. Logan: I don't know, Mr. Chairman. 


Mr. Chairman: You don't appreciate the 
Significance of that -- or the possible significance => 
of that omission? 


Mr. Logan: No, I can't explain at this point in 
time, but Mr. Maruzzo just pointed out to me that in the 
presentation we made to the board of directors, his 
position at PEC was the very first item under his name. 
So --- 


Mr. Chairman: It was on the slide presentation. 
I've been involved in many presentations where slides 
have been presented to the members. and they're there and 
then they're gone. I think that a more appropriate place 


for it would have been -- and I'm just expressing an 
opinion, in any event -- but, that may be pursued 
PUBCeT ; 


bre ope: 


ho 
bo 
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lir. Pope: I thank you, Iir. Chairman. 

Have you provided all documents that the IDEA 
Corporation has on this matter to council for the 
committee? 


Mr. Logan: Yes. 


Mr. Pope: Are there any documents that you have 
nat praduced on the basis of any claim of privilege or 
confidentiality other than what you've discussed with the 
counsel for the committee and the members of -- the one 
representative of each party? 


lir. Armstrong: Would you repeat that? 


Mr. Pope: Is there any documents that you have 
objected toa producing or not produced because you're 
Claiming some confidentiality or some limit on production 
other than what you've privately shown through MIir. 
Blakeley to counsel for the commission and 4a 
representative of each party? 


Mr. Armstrong 2°) ie don t think ssqumuemean= yeuve 
shown counsel sll the files and we've both been through 
them; if don’t think there’ s anything else: 


Mr. Pope: Ist therecanything yest. soue hse vet ever 


had in your possession that you no longer have in your 
possession? 


Hie erie ise eer ay CLCMLe le vicdliy COMe Gun 


Mr. Logan: Well I vam usure “iate diring pthe 
course of our entire investigation --- 


re Pn PELs: Tne. t lst erhemicont extweeine 
CONTEXT 1S)—— P19 Cake thate esinte we got cicmiet ere, age 
haven't trashed anything. 


Mr. Pope: Before you got the letter. 


Tire -Phielins® SULE, = Lhele Sse lOus Om ~StuLt 
that's done. 


Mr. Pope: How come we don't have the agenda 
tor the February meeting? 





Hr. Armstrong: Teneenotovsure Iocan’ art enies 
specific reason, as I say we went through all the files 


ho 
Cod 
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that were handed to us, as did the counsel to. the 
committee. I don't remember seeing it, but I could have 
another look. It wasn't deliberately --- 


Mr. Logan: I think probably, what would have 
happened here is that we would have produced the March 
and June ones, because those were the two meetings that 
had ended up being addressed. 


ive FODE. No. J'm sorry; if you go back fand 
review your documents, there is only one meeting that 
there is an agenda produced for. I'd like ta know where 
the other agendas are, plus I'd like to know where the 
Lists cf furchier atems to berconsidered as is reterred 
to in the minutes of the February meeting. There is 4 
reference specifically to a list, and it has not been 
produced. 


Mr. Armstrong: But what meeting --- 


ir. Fope: At February. 
Mr. Armstrong: At February 19th? If we have, I 
don't know. 


Mr. Pope: But you agree that it is a rather 


impertant item? 
Mr. Armstrong: Well. we can't say. 


lives Pope: Well, I can say, based on the 
evidence you've already given. Mr. Kruger appeared in 
the February meeting and indicated to you that the IDEA 
Corporation was about ta be wound up; and the agenda for 
that meeting hasn't been produced for this committee and 
after Mr. Kruger's anouncement, there's discussion about 
the wide application. Was it on the agenda or not? Was 
it added after Kruger's comment? lti‘s top mather 
significant omission. 


Mr. Armstrong: It's your basic question of was 
Wyda on the February 19th agenda. 


Mr. Fope: Agenda. 


——————— 


Yr. Armstrong: Okay. 


“Mr. Blakeley: It would have to he. Everything 
that was to be considered before that meeting is on the 
agenda. Every meeting has an agenda, and I'm sure it's 
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one and a half hour meeting. 

Mr. Pope: Okay. 

Mr. Logan: From -- and Mr. Macdonald --- 

ly) eFone.. Ob ves, ol Course, 

Mr. Wildman**: Yes, I understood that Mr. 
Nacdonald®s part of your group. There is another set of 
questions I have to ask you, though, firstly, and perhaps 


wait for counsel. Each “One” of” you, “6re you pesentsy 
enployed? 


Mr. Blakeley: Do you want the answer now? 


Hyer nL aps. You don't have to talk to ne 
about that. 


Mr. Blakeley: JI am presently unemployed. 


Mr. Logan: I have my own management consulting 
firm, so I consider myself self-employed. 


ir. Marugzo: Unemployed. 
ir. Cannon: Same as Daryl. 


lir. Pope: Are you in the same company? 





Mr. Phillips: Simon, don't vou answer that. 


lir. Pope: You said that three times. Have any 
of you sought employment from the Ontario Government? 


Dron leke ley Now el 


Nr. Logan: Ah, sought employment, no, but ve 
have lr. MacKinnon at the ODC has asked both Mr. Cannon 
and myself if we would assist for a period of two to 
three weeks in helping his staff at the Ontario 
Development Corporation learn about the investments and 
the investment portfolio so that they can get up to speed 
and take over the management of that portfolio. 


lir. Pope: So two ta three weeks. 
lir. Logan: Yes, he'd been talking in terms of a 


eee of weeks maybe full-time and then 4 couple of more 
weeks or three weeks or whatever on a part-time basis. 


Zf duly oy 1956 


Mr. Pope: Anything beyond that? ame 


Tir. 


Yr 


lah. 


Logan: Sorry. 


_ Pope: It's all right it’s okay. 


Phillips: What do you mean? bo you mean 


enployment? 


ie. 


Pope: Yes. Contract or direct. 


Se ee EEEEEIEEEEEEE 


Tir. 


Phillips: Yes. So it means consulting too. 


ale 


Pope: Yes. 


Nr 


Phillips: The answer remains the same. 
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The Chairman: All right. 
--- Short recess at 9:03 p.n. 
--- Upon resuming at 9:05 p.n. 
The Chairman: All set to go? 


Mr. Cannona iiust tteaget) claviiication storkmthe 
missed part of your question. Was your question, have we 
ever sought employment from the Government? 


lr. Pope: No. po There-aenothingi mosegtavat than 
this. I understand that you were employed by the IDEA 
Corporation, but you are no longer employed. What I am 
trying to ask 1s, Since you aré no longer employed, have 
you sought employment or have you been offered employment 
by the Ontario Government either by contract or directly? 


Mr. Blakeley: You've changed your question, 
Sir, because. theres Saaquite ) foeebidenaGarierence between 
seeking employment with the Government and being offered 
employment. 


Mr. Pope: ‘“Seeking® was my next question. 





Hr. Blakeley: That was your first question. I 
answered that I wes not seeking, I had not sought 
employment with the Government: I was offered employment 
with the Government. 


Mr. Pope: Yes, okay. In what capacity? 
Yr. Blakeley: Im a consulting capacity for the 
Ontario Development Corporation. 


Nr. Pope: Ina consulting capacity. 

lir. Logan: Well. in addition, I'm not sure if 
this is -- well, let me give you the information. In 
addition to currently work full-time for the Ontario 
Development Corporation on a consulting basis for a 
couple of weeks and then part-time for two or three weeks 
thereafter, earlier this year we had some discussions, 
lir. Cannon and myself, with the oOntaria Development 
Corporation about setting up a joint company and that 
company potentially managing the partfolia after the 
Closure of IDEA Corporation. 


29 July 3, 1986 
I aE RA rape cise sesspunss=ustsds ess assadiasnsssjactesAsuabhsssenssenevEAgei® 


Ce Eee 


Mr. Pope: Yes, that's what I wanted to ask you. 
Is there anything else other than what you've said? 


Nr. Logan: And that would be «a contractual 


relationship between the company that we would initially 
hold and the Ontario Government. 


lr. Pope: And Mr. Cannon, the same thing goes 
for you? 


lir. Cannon: That's correct. - 


Nr. Pope: Okay. 

Mr. Cannon: Just to clarify because I think 
it's important to respond the same as Daryl. He and I 
are, in effect, partners and we were partners before we 
came into IDEA Corporation. We don't have a common 
interest in & company per se; we each contract out for 
our own national companies, but when Daryl talks about us 
having discussions with David IacKinnon of ODC, it 15 one 
and the same, absolutely. 


Nr. Pope: I understand. 


titers cd! I have been offered a six-month 
consulting contract with ODC to help them set up their 
new, I was going to say IDEA Corporation, but Innovation 
Ontaria. 


Mr. Pope: In the context of those discussions. 
has there been any discussion with you by anybody or any 
suggestion to you by anybody about your testimony or 
evidence before this committee, individually? PP wa 
just go down the rov. 





Mr. Blakeley: None. 


Mr. Logan: No. 





tir. Maruzzo: Noe. 
Mr. Carmon: No. 


Mr. Fope: Okay. I wanted fo -- i, thinkesiies 


important toa clear that up for 4 Hue F of reasons. 
That's why I engaged in that line of questioning. 
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Now, Iir. Marugzo, you said that you got various 
calls from time to time whilst you were with the IDEA 
Corporation, sometimes by members of Provincial 
Parlisment, sometimes by Government officials. How often 
would that happen in 4 year? 


Mr. Marugczo: <A half dozen, maybe a dozen times. 


maybe. It would depend on the file. the files that I was 
working on. 
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. Mr. Pope: and, Hr. Logan, you said that from 
tine to time you got.calls.with respect. to progress 
reports? 


tir} Logan: That would be the nature. There 
was ane existing investment we had where they were 
wanting us to invest more money and we were not 
interested in investing any more money and those people 
complained to the Premier's office about what a glorious 
company this was and it was a tragedy for the province 
that IDEA Corporation was too stupid to invest in their 
wonderful company. 


lip. Fope: You mean that is normal and you got 
a call from the Premier's office asking what is going on 
with this application --- 


Mr Legan:.. Thetens corrrect: 


Tree Popper --- and you had given them the 
information? 

Mr. Logan: That is correct. We suggested in 
this case that one of his people come down and talk to us 
and we had about a two hour meeting . We explained the 


whole thing to them and they said it makes sense ta us 
and they went away and that was the last we heard of 
then. 


Mr. Pope: and you got other calls from time to 


time asking for progress reports, or just information so 
they could answer questions? 


Mr. Logan: Occasionally. 


lr Popes Can you tell me why then you 


—_— 


dictated document number five? 
Vel ovat ydeltiver,thesges 


Mr. Pope: That's your memo ot October l6th., 
1986. in that -- and I'll put ny question in the context 
of the answer you just gave and the answer Mr. Maruzzo 
just gave. Why did you dictate this? 


inds S -- first of 
Mr. Logan: The kinds or pressure firs ; 
all, esiyvo things I guess -- the kinds of pressure that 


were being exerted here was not common. 





Mr. Pope: You mean with respect to IDEA? 


Mr. Logan: No. No. I'm talking about ny 
understanding of the phone calls Mr. Cannon received. 
That was not simply seeking information and secondly the 
individual who was a principle of the company -- it was 
ny understanding of those phone calls was that he was 
someane af perhaps more stature than some of the people 
who would typically --- 


Mr. Pope: In the Premier's office? 


Mr. Logan: No. No. I said this was not 
seeking information. 


lir. Pope; Did the Premier’s" chiicem-qididayo 
do & memo on the Premier's office call? 


Mr. Logan: When we had phone calls for 
information, Mr. Pope, we did not view that as being 
unusual. These were not phone calls for information. 
wheat Ss the distinction 2am trying tosdray: 


lr) =Popes SyDidtivdat call, tor “Gidissomecnes tal } 
you on behalf of Wyda, for more than information? Is 
that what you are saying? . 


Lie OCaTi ee NO amb — 
Mr. Fope: Well then why is Wyda in this memo? 


Mr. Logan: Because we were having experiences 
at one point where an applicant was telling Mr. Cannon, 
as it was related to me hy Mr. Cannon, about his 
connections and the pressure he could bring to bear on 
IDEA Corporation should we not be willing ta go along 
With an investment in his company. 


. Here was another company who obviously had good 
political connections as well and was doing the exact 
opposite thing. 


My. Pope: But you didn't think to do a nemo 
showing how the Premier's office was not doing what 
Cumberland Group did and was just seeking information. ? 


ir. Logan: I was comparing two proponents 
Cumberland Group and Wyda. 


CJ] 
a 
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Mr. Pope: Why these two? Why these two? Why 
not the Premier's office? Why not the other calls from 
other members of Provincial Parliament? Why not the 
other calls that Mr. Maruzzo got -- that you got with 
respect. to progress reports? Why these two? 


Mr. Polsinelli: They were proponents. 


Mr. Pope: I beg you pardon? 
Mr. Polsinelli: They were proponents. That is 
not what he just said. 


Mr. Logan: They were calls for information. 


Heer Ope ates: 


Mr. Logan: | We viewed it as part of our 


responsibility should someone call for some information. 


Mr. Pope: But Wyda didn't call for information. 

Mr. Armstrong: Mr. Pope, there is a little 
confusion. The calls that Mr. Cannon received -- he said 
were not in connection to Wyda and lir. Logan has said 
that is the contrast between the way --- 


Mr. Pope: I'm sorry, counsel. Why is Wyda the 
comparison to the Cumberland Group? 


Mr. Logan: I'll answer it. I was in that Wyda 
situation at that very moment in time. Mr. Cannon was 
going through a similiar situation and I was hearing 
about it aver coffee and what not in the office. There 
appeared to be twa proponents both of whol seemed to have 
good political connections. One was playing it one way. 
the other was playing it the other way. 


Mr. Pope: And that was the first time you ever 


—_ 


saw that? 
Mr. Logan: At that Point in time, yes. 


fir. SPopex Mr. Cannon, when were these calls 


_— 


from the Cumberland Group? 


Mr. Cannon: They would be sometime before the 
final investment decision was made to not participate and 
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(ir. Cannon} 


therefore I would ga back to the months I think of 
September and October. I don't have actual dates for 
you. 


Mr. Pope: And this Wyda application was the 
only one you were dealing with in October? 


Mr. Logan: No, we were dealing with dozens of 
applications. 


Mr. Pope: Dealing with dozens of applications? 
Mr Logan, ‘Right. 


Hie were. There were no ophone calls) from 
members of Provincial Parliament or other government 
Ministry personnel witheperespect to the other 
applications? 


Mr. Logan: Well. first of all. we're dealing 
With “the *two *proponents “but atethat Gooint in time I do 
not recall, but I think I have said that I don't recall 
any proposal where I received influence from. someone_at 
Queen's Park. 


Mr. Fope: Eut you just said thet from time toa 
tine, yow got requests for progress. 


Mr. Logan: Requests for information. I- don't 
view that as being pressure and I think this afternoon in 
ny statement Il said there as a .iistinetaon.betweenswhen 
someone calls and asks for some information on progress 
and when someone would call and suggest that we should 
make an investment. 


Mr. Pope: You're not saying that Wyde, or 
anyone speaking on behalf of Wyda, ever called with 
respect to pressure? 


Mr. Logan: That is correct and that's --- 

lir. Pope: And there were lots of other calls 
that were made to you with respect to progress and yet 
you chase toa highlight the comparison hetween the 


Cumberland Group and Wyda? 


fires Logan? ddithe’ other cod is) cate dont 
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understand what you are driving at. 
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lin. SFope:.. Weldy etme, pucsit (this vey puL 
it to you that this memo is not a contrast, i1t@asiva 
comparison. 


Nr. Logan: JI totally disaqree. 


Mr. Pope: Well then, why was it done when you 
had so many other calls for information with respect to 
other applications, when Ifr. Waruzzo was getting calls 
from members of Provincial Parliament and Government 
agencies with respect to applications, why these tva, why 
these two uniquely are in this memo of October 16th? 
Isn't that tea highlight the fact. that lr sivalined Wapian 
was involved in the wide application? 


Mr. Logan: Only to the point that they were 
very expressly “insuring, “trvings Goa .dogetheiriibestaco 
insure that there would be no conflict in that case. I 
do not consider -- 1 have said a number of times nov.r- 
that anybody from Queen's Park, whether it be politician 
oY civil servant, calling for information. there is 
anything wrong with that. What we do resent is when we 
get a call suggesting that we should make an investment 
when we believe it is our judgment to make an investment. 
We alsa don't appreciate proponents who suggest to us 
that if we do not make an investment, that they will 
contact and they will talk to their political friends and 
bring pressure to bear on us. 


Mr. Pope: Let's talk about that. dio Gagne) 
that's very important that you think it’s acceptable for 
Wyds. to say, by the way, our Vice-President -- which 
means an officer by anyone's terms -- our Yice-President, 
Wilfred Caplan, the spouse of & cabinet minister, but we 
won't use him ta influence pressure, you don't think 
there's anything with that, being well-known throughout 
the IDEA Corporation, such as the Yice-Fresident of an 
applicant in front of this board, the spouse of a cabinet 
Iinister, but don't worry about that. lnat svinot 
political influence, even though we know it? 


Mr. Logan: Well, Mr. Pope --- 





ir. Pope: We are following Iir. FPaul-Marie 
Hebert's advice. 


Hire slogan: We're not discussing that. I can 
only tell you, Tir. Pope, that I judged at the time, at 


> 
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that meeting of October 9th, when Mr. Bobzinski said that 
to me, and it was said sincerely: it was meant sincerely 
and I tock 1t sincerely: 


fine SiPope: You highlighted the fact that Wilfred 


Caplan --- 
Mr. Polsinelli: Stop fishing. 


Mr. Pope: Why are you defending hin? 
Mr. Polsinelli: I'm not defending hin. I’ 
listening to these people very clearly. 


Mr. Pope: You highlighted the fact that Wilfred 


Caplan was involved in Wyde and was the spouse of 3 
cabinet minister, yes or no? 


Mr. Lagan: It is highlighted in that memo. 


Hr. Pope: Thank you. 


Se 


The Chairman: Tir. Epp. 
Mr. Epp: Isn't it true that potentially, with 


Mr. Caplan being involved, that potentially a lot of 
calls could have been made if he would have wanted toa 


have them made and try to apply pressure that way? - 
Mr. Logan: If that's the case. 


Mr. Epp: So by highlighting. by singling out 
these two examples, what you were doing was to show how 
circumspect one particular applicant was as opposed to 


anather? 
Mr. Logan: That's correct: 


bere lara Would that applicant that was very 
circumspect in not applying pressure. not using any 
political clout that they may have had, would that he 


Wyda Corporation”? 
Mr. Logan: Yes, it 1s. 


lr. Epp: Thank you. 


—— 





(My ek pp) 


Mr. Blakeley. in preparing the agenda for the 
IDEA Corporstion, who prepared the agenda? 


Mr. Blakeley: You mean for the board meetings? 


lir. Epp: For the board meetings. 
Mr. Blakeley: The Chairman, with the. Secretary. 
He asked me for items I was to have on the agenda. 


Mr. Epp: Would other members of the board or 
staff be able to add items to the agenda if they -- they 
would go to the Chairman and then ask the Chairman 
whether they could add items to the agenda’? 





Nr: “Blakeley... ‘Yes. ~ He @does that theterem@escn 
meeting. Is everybody in agreement with the agenda? And 
they have the opportunity to put any other matters on it. 


lin SeEnps oo) that dunanggathe « coursewol athe 
Meeting that additional items could be added to the 
agenda’? 





Nre) Blakeley: JNot insthe?course of (thes meeting: 
That sort of iteém would come up as "Any Other Business". 
it' salvayseon whelagenda. iNewidusinessi= 


Mr. Epp: Which is common? 
Mr. Blakeley: Which is common. That's when any 
item -- when any member of the board wants to bring up. 


Mr. Epp: Have you ever been at a meeting where 
an item was not added at the beginning of the meeting in 
addition to the reqular meeting but was added later on? 
Have you ever heen to a meeting -- 





lirew Bblakeneviso0fgour sboard? 


ix Poppy Yes. Far instance. halfway through 
the meeting somebody would suggest, I have a new item I 
want toa discuss with the board, or anything of that 
nature? 


ir. Blakeney: All the meetings I have attended, 
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and I have attended them all since I joined the company, 
I do not recall that happening. 


Mr. Epp: Mr. WMaruzzo, you've been with the IDEA 
Corporation for three years approximately? 





ip Leib paae Almost three years, since 
september, ‘6&3. 


Mr. Epp: Any have you ever attended any board 
meetings’? 


Mr. Maruzza: Yes, I have. 


Hr. Epp: How many’? Approximately how many 
meetings do you have 4 year? 


Mr. Maruzzo: We ususlly have one a month. ah 
would attend the meeting if I was involved in a proposal, 
either to present information to the board, or 45 a 
support person if someone else was presenting the 
proposal. 


40 July 3, 1986 





Nr. Epp: You, as the manager --- 


Mr. Msruszso: A manager. 


Mr Epp: Okay. & manager -- would be familiar 
With the number of applications before the corporation; 
is that correct? 


Mr. Maruzzo: Yes, that's correct. 

Mr. Epp: You've been there for three years. 
You've indicated that you had calls from people within 
the govermment -- I think, to put it correctly. “fron 
various people and various positions". 


How many of those calls would you get a year? 
How many of those calls hsve you received within the last 
year? 

Mr. Maruzzo: Maybe half a dozen or a dozen. 

Mr. Epp: Within the last year? 


ir. Maruzza: Yes. 


Mr. Epp: How many of those calls would you have 


received the year before that? 


Mr. Msruzzo: The same amount. I quess. I mean, 
that's a difficult question for me to ansver. 


Mr. Epp: Have you ever received a call from a 


Cabinet TWinister? 
Mr. Mearuzzo: No. I don't think so. 


ir. Epp: Have you ever received @ csll from 6 


fir. Maruzzo: Well. I guess I received a call 
from fir. Peterson's office. 


Mr. Epp: Mr. Peterson's office? 





Mr. Epp: And that was the extent of it? 


Mr. Maruzzo: Yes. 
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ar Hr. Epp: Have you ever received a call from 


Nr. Marugzo: I don't think so, not directly. 


Mr. Epp: Have you never received a call from 
Bre -Pnvlip? 





Mr. Maruzzo: Mr. Philip -- I don't think so. 


Xana Sh Bp a You just don't associate them 
necessarily: < 


iMr..Epp: I don’t see the significance or this. 


Em Wiidmean: “It's been a long day. 


His hops Have you ever received « call from 
IEPs? 


MreGNsyurzo> I dén*t think so. 


Mr. Epp: “You don't remember? 


firotisrugzo. No sl don’ t: 
ir. Epp: Do you return all your calls? 


Myo MNaruzza: Certainly not in the ‘last. six 
months, no. 


Mr. Epp: You haven't returned all your calls in 
the last six months. 


Mr. Maruzzo: No. 

Mr. Epp: Okay. Thank you. 
Thank you, Tir. Chairman. 
The Chairman: Mr. Wildman? 


Mr. Wildman: I just have a couple of short 
questions. 


Mr. Cannon. the call you received from the lady 
who was on Mr. Barnes' staff -- or the two calls -- did 
you think at the time that thase calls resulted from 
requests from the principal in the Cumberland Group for 
assistance in persuading IDEA to invest? 
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Mr. Cannon: I really had no thoughts on that. 
ather then Anne Whelan mentioned that she was calling on 
behalf of Peter Barnes. 


Mr. Wildman: All right. 


The other question that I have is for Mr. Logan 
with regard to this memo of October the 16th, 


We've heard your differentiation -- and I think 
it's probably a legitimate one -- between & call about 
the status -- "What's happening with this?" "Have you 
talked to the people?" "When do you think the deécision 
will be made?" -- a request for information, and not 
"political pressure". 

ir. Logan: Thats correct. 





Mr. Wildman: And a call where someone -- either 
a civil servant or a politician -- is actually saying. 
"We think you should approve this," as being political 
pressure. 


sao you made that differentiation, and you say 
that in this memo what you were attempting to do was to 
show that ane proponent was acting in a very different 
way from the experience that your colleaque had had with 
another proponent with regard toa political pressure. 


Nie Logan sae1es: 


Mr. Wildman: -Be thst as vitsmanes donuteyvausthink 
the very fact that you draw to the attention of your 
colleagues’ the fact that Wr. Caplans happens, toy be the 
husband of Elinor Caplan, not only a full Cabinet 
Minister in the Peterson government, but also a Secretary 
of the Cabinet", in itself might in fact influence the 
segee? Haueate process with regard to the application of 
Wyde? 


Nr. Logan: No, I did not think that. nor were 
they people that I had to convince at that point in time. 
Io owas far from making the decision whether we should 
invest myself at that point in time. 


firs WildmsnssanieB not ptrxingsto,helabour: this. 
All I'm trying to get at is: do you think if was hetter 
on your part to have identified the political connection 
than it might have been not to flag the political 
connection? 
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MNEs. Lowen: I was trying to contrast the two 
Situations. GO Chitikn in OLGer Lo CCnLrASteer isd Lo 


essentially explain what the -- give that prelude before 
I could contrast the situations. 


Mr. Wildman: But lir.’ Cannon’ did indicate 
earlier today that he was unaware of Wr. Caplan's 
relationship until he received that memo. 


Mr. Logan: Which is why I had to explain who 
Mr. Caplan was; otherwise, he wouldn't have understood 
the difference. , 

Mr. Wildman: All right. But. "lon “trying eto 
figure out what effect you figured it would have to 
identify Mr. Caplan, on your colleague. 


Mr. Logan: I would suggest that, had I not 
identified who Mr. Caplan was to Mr. Canmon in that memo, 
he wouldn't have understood what I was trying to say in 
the meno. 


Mr. Wildman: Oh, I fully understand that. But 
I'm wondering why you bothered. 


My question is this: by identifying -- ‘or “I 
think your counsel used the term name-dropping -- by 
indicating who Wilfred Caplan was in order to be able to 
contrast the approach of Wyda and Cumberland Group, in 
effect you were identifying Wilfred Caplan and indicating 
that this person had a political connection. That in 
itself, do you not think, might have influenced the 
attitude of your colleagues and IDEA towards the Wyda 
application? 


Mr. Logan: That was not my intent. 
Yr. Wildman: Oh, I know that. 


Mr. Logan: Just a minute. Let me finish. I 


have a two-part answer. That was not ny intent, and, 
secondly, knowing Mr. Cannon's attitude -- which he has 
explained, I think. well’ ito this’ Committee yo-oie 


certainly would have no impact on him whatsoever Of tne 
nature you're suggesting. 


Mr. Wildman: All right. Thank you. 
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Mr. Wildman: All right. Thank you. 

The Chairman: Mr. Wildman, you're finished? 

Tite Vilaman Tes: 

The Chairman: All right. 

Dyes bes 4 

The iO Cha re Just two or three questions. 


Iiyr. Blakeley, in the testimony that we went 
through yesterday you indicated that you were unaware, 
until reading press reports, that Mr. Caplan's retainer. 
had been changed by Wyda from $2,000 a month to $8,000 a 
month. That is correct? 


ir piokheley., J Neat 2 So COLLeccL. 


The Yice-Chairman: Mr. Cannon, were you aware 
DErCr aro stheepress. reports (one iunem best ewe Lem you 
aware at any time that Mr. Caplan's financial 
arrangements with Wrda had changed, prior to the press 
reports coming out? 


Mr. Cannon: I wasn't aware of any financial 
arrangement that he had with the company, period, wntil I 
saw the first press article, whenever that was. 


The ¥ice-Chairman: All right. 


I wonder 1f I ‘could refer you gentlemen, “back in 
the green binder again. to tab 23>" page 21: 


This 1s the draft minutes of the June i8th Board 
meeting, and I'm looking towards the bottom of the first 
paragraph again. 


Now, Mr. Macdonald. when he was hefore us, 
indicated that a few of these handwritten notes, Mr. 
Flakeley, were yours, and I think we identified those and 
the context of then. 


But, lr. Blakeley, you did not -- I've located 
the sentence--and =)" 1] read it. Nr Blakeley said. that: 
“IDEA was not aware that Mr. Caplan's monthly fee would 
ga from $2,000 to $8,000 after IDEA provided funds to 
Wyde to assist Mr. Caplan to start his own business. " 
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(The Yice-Chalrman) 
Now, the last part --- 


Mr. Phillips: Excuse meé. That's not what's 
written there. It's typed. some of it's crossed out. and 
in some cases wording is added in. If you're going to 
read stuff in. let's read the whole thing. : 


The Y¥ice-Chairman: I'm reading it as it was 
typed. ; 


Mr. Phillips: Then could you say that? Then 
could you read it to show the markings-in and the changes 


The ¥Yice-Chairman: I was just getting to that. 
Mr. Phillips: Thank you very much. 


The Yice-Chairmsn: Hang onto your hat there. 
counsel. 


Now. the last part, starting with the words “ta 
assist Mr. Caplan to start his ow business". is stroked 
out, and there's also a line draw from that into the 
line above, a3 you See. 


Now, Mr. Blakeley has said he did not strike out 
that part of the sentence. nor draw the line: correct. 
sir? 

Mr. Blakeley: That's right. 

The Yice-Chairman: Right. You said also at the 
time, when we were trying to ascertain who may have. that 


you thought it may have been the secretary Laurie. or it 
may have been fir. Cannon: is that correct? 


Mr. Blakeley: That's right. 

The Yice-Chairman: So my question simply 25° 
Mr. Cannon, did you, in fact. strike that out or make 
that change to the draft ninutes? 

Mr. Cannon: No. 

The Yice-Chairman: Okay. 


Mr. Phillips: Now. can We. then, read the (ir. 
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Phillips} 


sentence with the part added in? Sorry to be so 
Plodding, but --- 


The Vice-Chairman: So you just want to hear the 
whole sentence with the written addition? 





Mr. Phillips: Yes. please. 


The Vice-Chairman: Sure. Mr. Blakeley said 
that; “At the tine IDEA made the investment --  ~ =I 
believe it 18; it's very faint " -- IDEA was not aware 


that Mr. Caplan's monthly fee would go from $2,000 to 
$6.000 after IDEA provided the funds to Wrda." And then 
(HENTESt enc esELOhed yout. 


Mr. Phillins: Thank you very much. 

The Yice-Chairman: Okay. 

Nr. Phillips: . Sorry tobe sa --- 

The ¥Yice-Chairman: No, no. Quite all right. 
Mr. Bell: We're now in litigation, counsel. 


Mr: )¥ice-Ghasiman: sab yeonever adiAtnespeners C 
or, I'n beginning to think, the curse of law school. 


i ‘quess svewlb. have ytonrcontinue to. try to 
ascertain who made that adjustment. 


Mr. Phillips: Going back to what Mr. Armstrong 
Said yesterday, there was, I quess, adopted here in our 
-- in the originals of which there are two sets, the 
arrow 1s obviously on a master that got photocopied, and 
therefore is apparent in hoth the sets -- the scratch-out 
and the writing and the square bracket are in pencil on 
one copy and not on the ather. 


The Vice-chairmsn = Okay.) 2lnankisou 


dust one other question. lr. -"Naruzzoy “you 
caught my attention when you mentioned a phone call from 
lr. Peterson's office. .i just wondered ifssou.could tell 
the Committee if the call from Iir. Peterson's office was 
with regard to any matter before this Committee? 


tir, Naruzzo-’ No> it was: not. 
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The Yice-Chairman: It was nat. It was 
something completely unrelated to Wyda and Hr. Caplan? 


Mr. Marugso: That's correct. It was regarding 


snother proposal that I was working on. 
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The Yice-Chairman: I'm attempting to ask you 
who made the call --- 


Mr, Armstrong: That's irrelevant. 


The Vice-Chairman: --- and I think your counsel 
25 Avlempcing. copter) me. 


Mr. Armstrong: tl assure “you it was totally 
unrelated to this matter. 


The ¥Yice-Chairman: Thank you, Mr. Chairman. 
hesCha Lynas les | open 


Mr. Pope: Thank you. 


Who made the call? 


Mr. Armstrong: Do we want to re-discuss the 
relevance of that particular --- 


Nr. Pope: I think the Committee members have ta 
decide what's relevant. 


ir. Maruzzo: I can answer that. It was made by 
a staff member ‘trom fir, ePeterson' s ollice. as 7girl py} tne 
name of Ifichi Kumori. She was inquiring about a proposal 
that we had turned down. 


like Phi kis; pout emer. C. 


Nreeeisrucs: No, no. Ti mee crying “to gevva 
timeframe here. It was four or five months ago. and it 
has nothing to do with this. 


Tir. Pope: Was she upset that it had been turned 


down? 


lr. Maruszo: No, she as just trying to gather 
information om cur reasons. 


lir. Pope: A progress report? 


ir. Maruszo: Well, it was more than a progress 
repo It was over, and she wanted to know why we 
turned it down. 


Hier opes OKsy, 
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Mr. Marugzo: And I did some digging around and 
reported back to her. 


Mr. Pope: Okay. 

Nowe Ur. «Logan, tin’ memo) mumber five) you 
indicated toa this Committee that you were trying toa show 
& contrast, how Wyds was playing dow its association 
with Nr. Caplan compared ta the Cumberland Group, and how 
it was trying to directly exert political influence and 
Wrda was nat. : 


Can you explain to me how you get that 
interpretation based on your own Exhibits number 2, 4, 9, 
40, if and 16 -- how Mr. Caplan's involvement was being 
played down? 


Mr. Logan: Because in 2 and 4 and whatnot. 


you're talking about exhibits that show that he was 
mentioned as being the Vice-President of Finance. 


Mr. Pope: He was part of the management team? 


Mr. Logan: Right. It's important that any 


proponent before us had divulged who their management 
team 1s. 


Mr. Pope: So he was played up as being part of 
the management team, not played dow’ 





Mr Lagan: I don't view that as being played 
up. I would view that 4s being disclosed as a member of 
their management team. 


Mr. Pope: So you knew Ir. Caplan was a member 


Se 


of the management tes’ 
My. Logan: Yes. 


Mr. Pope: Knew, at least by October, that he 


See 


was the spouse of a Cabinet Minister? 


Mr. Logan: I knew just prior to that October 
9th meeting that he was the spouse of 4n Ontario Cabinet 
Minister: 

Nr. Fope: And throughout your work and the 


documents that have been prepared by the IDEA 
Corporation, the documents presented to the Board, Mir. 
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(ir. Pope) 
Caplan's namé remains there throughout. 

Mr. sLodansewles that’s comnect® 

Mr. Pope: You don't think that's influence? 

ir. Logan: No. 

Mr. Pope: No? Why not? 

Mr. Logan: I don't think we have any choice 


other than toa explain wha the management team is. That's 
the management team that was presented to us. 


lir. Pope: Yes. Did you have any discussions ‘at 


any time with respect toa your mema mumber five. or this 
application with anyone outside the IDEA Corporation? 





Mr. Logan: I'm sorry? 


ir. Pope: I can break it up, if you want. 


Tir, Logaws Could you? 


Mr. Pope: Sure. Did you have any discussions 


with anyone outside cf the IDEA Corporation with respect 
to memo number five, document number five, your meno? 


Yr. Logan: In the last few days. probably one 
day dest Gveck oul shad? beenvgiven tonwiderstandithay -- J 
believe it was while I was away on a vacation in June -- 
that this mema, the original of this memo, was brought to 
the attention of people such as Mr. Lavelle, Mr. Kruger, 
and Hr. MacKinnon, and I was given to understand that 
there had been a misinterpretation of what I was trying 
to say. And I helieve it was one day last week, in Hr. 
iacKinnon's office at the ODC, where we were discussing 
-- the basic purpose af the meeting was to discuss our 
assisting them for a short period of time after IDEA 
closed in transition -- I pointed out to him that it 
disturbed me that this memo hsd been misinterpreted, that 
I wished someone had asked me for an interpretation, or 
asked me what I was trying to mean, if there was any 
confusion at all, hecause I thought it was very clear, 
what Io was trying to say. 





lir. Pope: Who indicated to you that concern? 
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Mr. Logan: I believe it was Mr. Cannon who told 
me that ne had understood there Was some 
Wisinterpretation of it. 


Mr. Pope: Okay. Who told you, Mr. Cannon, that 
there was somé bisinterpretation? 


Mr. Cannon: Mr. MacKinnon. 


lr. Pope: lir. MacKinnon? 





Mr. Cannan: Yes. 


Mr. Pope: Okay. And you transmitted that toa 


Mr. Logan? 
Mr. Cannon: That's correct. 


Mr. Pope: Okay. Did anyone else tell you that 


eee 


this had been misinterpreted? 


Mr. Logan: No. I brought it up personally with 
lr. Blakeley myself. 
My) Popevos tes: 


—— 


Mr. Logan: But no one else told me it had been 
misinterpreted. 


ebee Pope: What was Mr. MacKinnon’ s 
interpretation of the meno? 
Mr. Logan: ly understanding was that it was not 


— 


he whe had misinterpreted it. 


Mr. Pope: Who did Mr. MacKinnon tell you had -- 


thacsyeeto ltr. canon Now => who did Mr. MacKinnon tell 
you had misinterpreted this mena? 


Mr. Cannon: To the best of my recollection, he 
said that he was involved with others from MITT on the 
start-up of the investigation on Wrda. But I don't think 
he mentioned any specific names to me. 

Mr bope. 20e mentioned MITT? 


— 





Mr. Cannon: Yes. 
ire Pope: Okay. And what was the 
misinterpretation that you were informed of by Mr. 
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{iir. Pope) 
MacKinnon? 


Mr. Cannon: What he told me was, that folks 
that read the memo that Daryl prepared, interpreted it ta 
be that Wyda was imposing political pressure on IDEA 
Corporation. 


one Oue: Right. And since Mr. NacKinnon or 
NITT was interpreting that memo that way. you're not 
really shocked thst perhaps somesy members.) chy this 


Committee might do likewise? 
Mr. Carmon: You're asking ne? 
ir. Phillips: Let me just re-read it aqain. 


ir. Cannon: Ifelmdidn’t have thembenefit of 
chatting with Daryl about what he meant by this, 
certainly the first part of the memo would be confusing. 


Yr. Pope: Yes. Now, Mr. Logan, did you explain 
whet you meant by your mema to everybody in the IDEA 
Corporation so they wouldn't be as confused as the MITT 
Was’? 


tir. Logan: No, I only sent it to Mr. Cannon and 
Mr. Elakeley. and I was quite certain they would 
understand it. Mr. Cannon in particular, who had had this 
experience with this group. 
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. Nr Pope: lr. Cannon, isn’t it fair to sachet 
you did have a discussion with Mr. MacKinnon about this 
memo, and therefore about evidence coming before this 
Committee? : 


Mr. Cannon: Did I have the discussion with Mr. 
MacKinnon --- 


ir, Popes” Yes, 
Mr. Canmmon: --- about --- 


Mr. Pope: --- this hemo --- 


tr. (Cannon: , res. 


Mr. Pope: --- which is part of the presentation 
before this Committee? 


Mr. Cannon: That's correct. 


Mr. Fope: So you did have a discussion. When 


was that discussion? 

Mr. Cannon: Well, that was during the time that 
Daryl was away. and I was Up discussing with Nr. 
MacKinnon the possibility of Daryl andi I staying on for 
some period of time to give him a hand and manage the 
portfolio. 


lire =Pope: Who else was involved in that 
discussion other than yourself and Ir. MacKinnon? 


Mr. Cannon: Nobody. 
Mr. Logan: I think Wiehe 


Mr. Cannon: When I met with MacKinnon? 


HreeLogans, Oh. 


Mr. Pope: You were awey. 


—_—_ 


Mr. Cannon: Just David and myself. 


: ee Were there any other 
one: Okay : WEre ete : 
Mir. __Fop pete information 


discussions that you were qoing ta volunteer 
about? 





ire Logan: That's the only one. Mr. Pope, that 
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(ir. Logan) 


I raised, because it bothered we that it had been 
misinterpreted. 


tim “noteScertain ==» sheré - waseons other 
individusl who was involved in the general meeting where 
we were discussing the other matter, that is, cur helping 
the ODC for a few weeks thereafter. Now, I'm not sure if 
he was there when I specifically talked about this memo, 
because he had to leave fairly early on in the meeting. 

Mr. Pope: Was there anyone else you had a 
discussion with) concerning iemojeNumber Five. oar « 
telephone conversation, or an indirect contact? 


Mr. Logan: I mentioned to you that I discussed 


it within 1Bleakeley. 


Mr. Pope: Yes. 


Mr. Logan: There may also have been some ather 
people within the corporation who knew sbout it at that 
time and we discussed it sort of in the hallways over 


coffee. 


Mr. Pope: Within the corporation. 
ir. Logan: Yes, within the corporation. I do 
not => i camnot at this time recall. Mr. Pope. 


Nr Pope? Okay, 
Mr. _ Logan: It's not [vooe"categurical, I'n 
trying my best. 


Mr. Pope: I understand. Are you still a 
director of Wyda? 


ir. Logan: I believe as of yesterday I was 
replaced. 

Tre Phillips REx cuse me. Our firm ge doin 
administrative work on behalf af oObc. 


Nr. Pope: Okay. 

Mr. Phillips: and he's uncertain, because we're 
supposed to be doing it as ‘of June 30th, but we've been 
somewhat preoccupied. 


cy 
on 
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Nrreshopecadt Okay: 

pe wpogean: paxThat' sieconrect: The -letterse vere 
supposed to have been mailed out June 30th, and I was 
assisting the OPC and trying to give them a sense for the 
kimis of company portfolios so that they could appoint 
new directors. 


Mr. Pope: Yes, I understand that. 


ae 


Have you ever seen the minute book of Wyda? 


Mr. Logan: I have not gone through it. Ry 
would have had to have been presented to our counsel at 
the time we were doing the closing, and so undoubtedly it 
would have been on a table or something like that. 


Mr. Pope: But you never personally reviewed it? 
Mr. Logan: No, I did not. I would have seen 
certain parts of it, perhaps, but --- 


Mr. Pope: Can I ask counsel if they reviewed 


ed 


the minute book? 
Mr. Phillips: Yes, we did. 


Mr. Pope: Okay. 

Tab 2, which is received on August 12, 1905 cg 
would you interpret trying to be -- on the cover page. 
the list of Management Resumes: Hr. Dobzinski as 
President and Chief Executive Officer: Mr. Alley as 
Vice-President; Mr. Talmi 4s Vice-President; Mr. Hunter 
as Vice-President; Mr. Caplan a5 Vice-President. Would 
you interpret that as meaning that they were officers of 
this company? 


Mr. Logan: I would have interpreted that. 


Mr. Pope: Yes. bo you know if, in fact,» (they 
are or were officers of the company at the time? 


Mr. Phillips: We talked about it recently, so I 
can answer that because 1 advised these fellows very 
varently -- as in the last three deys or whatever -- that 
Phenen act. och thatus : vesq- Di dia use it -- 
they in fact -- that’s 4 bad word; yes. i 
Cie they in fact are officers insofar as they ve been 
held out as officers. Fut as far as the corporate minute 


an 
mh 
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books, wen) it looks like they re not officers from the 
corporate stamp, which is not to say that they're not 
officers. What's an officer? If you relied on corporate 
Winute books to decide whether oar not & Wan was an 
officer, we're in serious trouble. 


Mr. Pope: Well, I don't think you mean that in 
that sense, asa commercialmlawver .thahovever® dsr sui sat 
fair to say that any examination of the Wyda Corporation 
aor the Companies Branch at the Ifinistry of Consumer and 
Commercial Relations would reveal that Mr. Dobzinski is 
the sole and only officer and director of this’ company? _ 





NreePhil lips Pama Srcorre cieuiat (ies me: 


Mr. Pope: Soa that there were no other officers 
or directors then or now? 





Mr. Phillips: I can't speak about now. At the 
Lime of the closing/--— 


Mr. Pone: Letemessuggestotomroulthatapegsetiyl 
is now. 


Mr. ePariios: I can't comment on that. if 
haven't done a search. Have you done a search? 


Nr. Pope: I have. 





lier nis Laps: Then maybe they didn't follow 
forn. 


ir. Pope: Yes, which means it doesn’ f come into 
effect until it's been filed with the Companies Branch. 


fir “Phiilips’°-I don't™think there’s* ae -matter of 
law that comes into effect when the board appoints the 
officers: 


ir. Fope: Doesn't the Business Corporations Act 
provide that you become an officer and director of a 
corporation upon filing? 
Nroerhili pas ello: 


Hr Pope > ie doesn’ t? 





Tiree Pha Ui pS? y peNo I'm weak on the laws, but 
Bad be inclined to think thst it's the directors who 
appoint the officers, and it's the Corporations 
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Information Act that requires them to file the 
information. 


tineeope;, Okay. “8let meiputasit.bo- you ‘another 
way. On August the izth of 1985 these people are held 
Citerasr being offLicers.of othis -conporationjganiaas wert 
they are not registered as officers or directors in the 
Companies Franch of the Ministry of Consumer and 
Commercial Relations. isi i that & waterisl 
misrepresentation of their roles? 


Nr. Phillips: “No, it's a significant glitch 22 
the corporate records. 
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Hipesiecpe: Did® anyones do ya searchevoiv: this 
company? You're only investing three dollars. Did 
anyone search the company ta see if these people, in 
effect, were officers and directors? 


Mr. Phillips: Yes, we did. 
Mr. Pope: When? 


ree Pailiins: Probably in late March, early 


tir. Fope: And what did you find? 


Mr. Phillips: Something along the lines of what 
you said. These guys were not listed in the public 
register, “Inofact. when We searchea tne minute Dock]. ve 
discovered consistently that they toc had not been 
appointed, that there was only one certainly officer, I 
think only one director as well and it was Avi Dobzinski. 


Nr. Fope: Yes, Now --- yes, go ahead. 


Mr. Phillins: At the same time -- please let me 
finish to complete that scenario. oIteissour view that if 
these guys were held out as officers, as they are, in 4 
number of times we've suggested. that as a matter of 
Practise, and frankly as a matter of law, using what is 
called the Inside Management Rule, they can be taken as 
afficers and for all intents and purposes have the 
authority of officers, externally. 


Nr. Pope: Okay, soa your position is that at the 
time this deal closed for $3 million. Mr. Caplan was an 
atfticer of the company? 


Tied ee For practical Durposes, that Ss 
carrect. 


Mr. Pope: Okay. 


ir. Phillins: That's not my position, that's ny 
Opinion; and frankly, that's the opinion I expressed to 
my client. 


fiver Ope: Okay. Can I ask anyone of your 
cholce, what were your investigations with respect toa -- 
I'm not referring toa any specific dacument -- I just want 
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(ir. Pope} 


fo ga through the management team and you can use any 
document you'd like. With respect to that, I'll refer to 
Document No. 4. What were your investigations with 
respect ta Mr. Dobzinski? 


Mr. Logan: Dobzinski? 


. 4 


Mr. Pope: Yes. 


ir. Logan: I would be unable toa tell you all af 
the -- if you're going to go through each of them -- but 
I know we can tell you all the investigations that 
accurred with all of these individuals. We did-do sone 
checking ourselves on the background and I would have 
GVSCussed” (nis) particularly with Nr. Parikh> . ¥e also 
had the Ontario Cad/Cam Centre's opinion, in particular 
on the technology side of the organization, and we also 
had Mr. Orr's perspective when he did his marketing 
review. Soa I can't tell you definitively what exactly we 
did with each one of those individuals. 


Mr. Pope: Who can? 


Mr. Logan: Who? 


Mr. Fope: Wha was responsible for doing this 


kind of basic research into the people you're dealing 
with? 


Mr. Logan: It would have been done -- Bruno, 
did you do any of it? 


Mr: Maruzzo: I checked inta some of the 
technical people as did the CAD/CAM Centre and Joel Orr. 
Dr. Greg Hunter is 4 well-known individual in the area, 
ig published. His qualifications are not questioned by 
anyone. He's well known. 


im Popes I'm sorry. Could you expand & bit on 
that? Wheat do vou mean his qualifications are well 
know? Fro your personal knowledge. you Gia Se 
background? 

Mr. Maruzgzo: 12 guess from uy discussions with 
the people at the CAD/CAI Centre and I talked ta Joel 
Orr. They were aware of Dr. Hunter and his work and he 


(Tir. Nearuzzo} 


was highly respected. There is another fellow from York 
Imiversity who is the Chairman of the Mathematics 
Department, or former Chairman cf the Mathematics 
Department. 


Mr. Pope: What's his name? Sorry. 


Mr. Logan: Walker. 


Nr wPope:, sWalker., dir. Walker. Did you look 


into his credentials? 


in...Logan: HOt AO LLec tlie lel ld-biots The 
CAD/CAN Centre went down and spent & couple af days sat 
Wyds.y went through, thelr technical seniors rechnical 
people, talked to some of the technical staff to get an 
idea if they knew what they were doing. Their report was 
very pasitive. They felt that they could carry through 
on Chesproyect. 


Hier one. Okay. Did CAD/CAN interview Mr. 


Ta lmi? 


Nr. Logan: Yes, they did. If you refer to --- 





Nr Pope leuthat ies Oksast 


Nr. Logan: I believe where it says "Strengths" 
that Was Excerpted) from the GaAp/CAN report -= the first 
page, under "Strengths", all those people were talked to 


by the CAD/CAN Centre. 


re Shope: okey. theates Jaimi punter, Hodgkiss 


and athers. What about Mr. Ali? 


ir. Logan: I believe at that time Mr. Alley was 
no longer assaciated with the company. TS. tna: right 


wy 


---? Yes. 

Mr. Pope: Okay. How about the president who 
you refer ta in your notes as Abbey which means you must 
have had some knowledge of hin. What were his 
credentials? 


Tir. Logan: He also has a technical background 
and I believe the CAD/CAM people would have had extensive 
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discussions with him at the time. 


. | Nr. UPope® . What is your personal knowledge of 
him in terms of his previous business experience, any 
ather projects that you are aware of that he was involved 
in? 


Mr. Logan: His previous business experience in 
Canada was nil in that he had come to Canada to set up 
this company to do this. As I mentioned, we called the 
University of Bonn and we tried to get a reference on him 
there. We did not contact business people in Israel, or 
anything like that. to try to learn about his background. 
I think we had all been very impressed with what we saw 
ef his abilities as an entrepreneurial driving 
businessman who could get things organized and get things 
done. 


Mr. Fope: There was & previous program that you 
were involved in, 5K -- 


Mr. Phillips: SRTC. 
Mr. Logan: The initial financing --- 


Mr. Phillips: There was a previous Israeli jet 
program. 


lr. Pope: I didn't know anything about bee 


SS eel 


Mr. Logan: Talmi was head of Operations and 


ee 


Development. 


Mr. Pope: Well. CAD/CAMN did an analysis and you 
called Borm with respect to all the technical people. 
Isn't it fair ta say that the only person whom you didn't 


A : : - = = a a 
find any background information about was Mr. Caplan’ 


ink aid earlie ‘ould not 
Mr. Logan: I think I said earlier I cou 
he certain that we did not get any background information 
but I am not aware of what --- 
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fir) Pope: You don’t have anything in theatare, 


any notes analyzing Mir. Caplan's capacities or 
experiences, nothing in’ the? usteria lh --- 


Mr. Loqan: There may he something in the 
material. 


Mr. Phillips: If it had been, we would have 


Popped it up. 


rm 


Mr. Pope: .%S0; there is,mothing;; Ally we havesis 


the documents in front of us that are in this exhibit 
back? 


Mr. Logan: Felating to having lir. Caplan's name 
on then. 


Mr. Pope: So all we have is his resume, the 
fact that he sa Vice-President ini chargepotr Rimance wand 
Administration and your Memo Number Five on the file? 
That's the only information the board or the employees of 
the IDEA Corporation had with respect to Tir. Caplan? And 
no one did corporate searches --- 


Yr. Logan: Corporate searches of what’? 
Yr. Phillips: Caplan's companies. 


Mr. Pope: No one did any of that? 


Mr, “Phil pistes tess comrect: 


Mr. Pope: Can you explain why? A $3 million 
investment, this man is in charge of the financial 
affairs of the company. 


ir SePhpiaps : Well, of liwexplain pwhyafrone a 
legal standpoint. As part of the due diligence we 
customarily undertake in investments on behalf of IDEA, 
we would look into, as 4 matter of course, the company 
itself and any predecessor companies perhaps by way of 
analgamation or previous businesses, and sometimes new 
companies if any develop out of old companies. We check 
those back because they sre important from an investment 
standpoint, but at this stage it is customary with IDEA, 
the finance people are required to do, they are suitable 
to the whole program. andigwe gnevernias! aerulearda 
personal corporate searches in this kind of investment 
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oe int i ee nee eit, aretha” 
(Nr. Phillips) 


for IDEA. It's not important. 


Mr. Nr. Pope: It's not important that Mr. Caplan 
was involved in a $23 million bankruptcy? 


Tir. Phillips: I'd have to be convinced that it 
WAS important. 


Mr. Pope: Are you serious? , 
. Nr. Phillips: The fundamentals of this 
investment looked at from a lawyer's eyes in this affair 
is a technology investment. 


Nr. Fone: No, it's a business investment, with 
respect. It's 6 business investment. 


Mr. Phillips: Let's put & comment in. . Anda 


business requires -- and I'm not pre-empting the business 
people -- but I look at it from a lawyer's standpoint, we 


deal with the corporate searches, it comes dow to«the 
product and the warketing. Now the number-crunching in a 
{sizlvarsimple; companynden' tyoterribley diffaculty as I 
understand it. The forecasts that were done, we 
understood, were done somewhat internally with IDEA and 
those are the fundamentals. The key guy is Dobzinsk1. 

HeatPopec es: 

lire ern llips: And I'd say we focus a little 
more closely, well, we focussed on hin. 


Mr. Fope: Now, Mr. Blakeley, did you not say 
last week to counsel for this committee, Mr. Epp. Mr. 
Philip and myself that you would not have appraved 
payment of that $8,000, that increase in fee from $2,000 
to $8, 000% 


Mr~ «Blakeley: If I didn't qualify that. I 
should have by saying that, had it been considered a 
finder's fee, I didn't consider it a finder'’s fee. 

Mr. Pope: Didn't you call. it. & finder }s «fee.3n 
our presence? 


ir. Blakeley: Well, if I did. I.didn't meangit 


(ir. Flakeley) 


but I think I tried to make a comparison between, or 
explain what a finder's fee was in my view. 


Mr. Fone: Yes. Are you saying you would have 
approved the increase from $2,000 to $6,000 after the 
deal closed’? 


ray 
act 
p.- 
ae 


ir. biskeley’ ‘Tess vo ee 
Mr. Pope: You would have? 

ies lekel eye eS: 

IiraSE ope mt Wy? 


liver Blakerey. Because I didn't think it was 


significant. My view of the whole thing, which is the 
same as Mr. Logan's, was that, if anything, he had been 
underpaid for the work he was doing prior to the 
THcreass" 


Mr. Fone: Haven't you changed your position in 
the last week? 


Wr. Blakeley: I don't think so. 


The Chairman: Another question, lr. Pope. We 
have another questioner nov. 


tir Fepe: Oke TsHtUeitVatiact thak -¥yde41s 
now in breach of its Baingden cértificate? © Isn*teiiea 
fact that the representations and warranty survive 4 
closing by six years? Isn't that the last two lines of 
the bringdown certificate? 


Hr. \Phillips: If you will allow me to answer 
that. I think that -- I should say we focussed on this 
at one of the breaks and I specifically asked Daryl if we 
could interpret his approval or acquiescence to the 
increase in late May or whenever it was as being, in 
effect, a waiver, and of the outstanding warranty that 
was breached and, after some discussion and looking at it 
strictly from IDEA's standpoint, Daryl bring himself as a 
carporate afficer of IDEA, me bring myself as corporate 
counsel to IDEA, came to the conclusion that, in effect, 


ilir eFhiidips 


it was a walver. 


yy 
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eho th Malet Balet pip) Gavia. director of Wyde -- how 
can he waive on behalf of IDEA Corporation? and what's 
his authority -- by what resolution of the board ‘of 


directors is his authority to do that? 


The Chairman: You can respond and after we will 
move ta Mr. Epp. 


Mircette. pS. don < havea good: “answer ta 
that. 


The Chairman: Mr. Epp. 


Whe Epp: haha Chairman, how many more 
questioners have you got? 


The Chairman: You are the last one, unless Nr. 
Pope wants to go back. 


you know, because these gentlemen have been waiting a 
long time and I can get my answers later on. 


Mr. Epp: I will waive my -- we're prepared to, 


The Chairman: lir. Pope still has additional 
questions. 


Una pp NOS Ga ahead. How long do you 
expect to be? 





Mr. Pope: Ten minutes. 

lr. Epp: If I don't take my time are you still 
going to permit him to take another 10 minutes, Hr. 
Chairman? 


The Chairman: Well, in my view that there's no 
limit on members asking questions, other than 20 minutes; 
if there's no other questioners Mr. Pope can maintain the 
floor. 


Ninn Eis Okay. Let me ask two or three 
questions. 


First.) ofg, alle with respect. to. corporate 
searches, Mr. Fhilip -- Phillips, I'm sarry --- 


litverhalips op lbs okay. 
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. Tink Pope: --- Just to go back to what you were 
talking before in replying to Mr. Pope, isn't it true 
that you only concentrate on the Principle of the 
principal company and the Principal that owns that 
company, with respect to searches? 


Hiren Phi blips: Yes, the farmer more than the 
(Mr. Phillips) 


latter. 


ly. Epp: So in this case, Mr. Dobzinski would 
be the one that you would concentrate on as opposed toa 
any one of the other officers there, or is it fair to say 
you'd be more concerned --- 


Mire Phillips: Right. more fairly we'd 
concentrate on the investee, that is, the corporate 
entity. Sometimes, if we were investigating the 


individual. it would certainly be more likely than not 
the principal, Mr. Dobzinski, for instance. 
Tin. -.ppe eS. 


I have a question for you, Mr. Blakeley. 


With: respect. to: the increase» that -Mr.. Caplan 
took, from 2,000 to 8,000 per month, isn't it true that 
you have approved -- since the original application was 
put in -- isn't it true that there's another grant that's 
been approved to Wyda Corporation from IDEA Corporation, 
subsequent to you knowing that that increase went from 
2,000 to 8,000 --- 


Mr. Armstrong: One moment, please. The word 
"grant"; do you adopt the word "grant"? 


{inaudible interruption) 


Mr. Blakeley: June the 18th, at the board 
meeting of June the 1éth. 


Nr. Ppp? So- that the fact that it went from 
eeuu0Y to a Geer tee this year, had no -- despite the 
fact that you knew that -- had no bearing on you giving 
sn additional -- or usking sn additional $500,000 
investment in Wyda Corporation’? 
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Mr. Blakeley: Remember that by this time we 
also knew that the -- that Mr. Caplan's term of office, 
or employment by Wrda was coming to an end. 


Nr. Logan: 1 think@ivtmey be part:> and’ I said 
the understanding of Mr. Elakeley and others at that 


point in time -- “because it was as a resulttof newspaper 
articles -- I was the individual lfr. Dobzinski discussed 


it with, and I was in Yancouver on vacation at the time 
of the Jume 18th meeting and it was not until I returned 
from vacation I informed Ifir. Blakeley that ves, I had had 
& discussion with Mr. Dobzinski along these lines, so 
that I indeed did know about it. 


ir Sepp: sos you knew aboutemivednd Site stilt 
didn't have any bearing on it? 





Mr. Logan: ‘That's ‘correct. 
Mr. Epp: Thank you. 
The Chairman: Mr. Pope. 


Mr. Pope: Thank you. 





There was some concern during the discussions of 
this particular application ahout the outstanding debt of 
Wyrda. Who owned that debt? 


Tir. Logan: There was debts owning to three, at 
least carporations. 


Nr. Pope: What were they? Who were they? 

Mr. Lagan: The three corporations were a 
company called NAS, which I believe is a subsidiary of 
National Semiconductor, and they may have ‘also 
transferred this debt to a leasing company at this point 
in time but it was for the purpase of leasing a mainframe 
computer. 


ir. Pope: What was the leasing company's name? 
Perhaps counsel --- 


lr. Logan: Maybe counsel can look it up. 


Mr. Fhillips: National Advance Systems. 
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Mr. Fepe: National Advance. Wha else owned 
that debt? 


Vir. Logan: There was debt owning to a company 
called Budgrow and debt owing to a company called 
Granco. 

Hppetopess)( 1] tuxsortiy? 

Mr. Logan: Granco. G-R-A-N-C-0-I1. 

Mr. Pope: C-0-M? 

Mr. Logan: Yes. One was related to the 
Purchase of development workstations and the other was 
realted to the purchase of some development software. 

Mr. Pope: How is that debt paid off? 


Mr. Logan: My unmierstanding is that that debt 
was paid off by Mr. Dobzinski and his family. 


fir Se Pove. Was it discounted from 4.5 to 
approximately 3.5 and paid off? 


ir. Logan: That is correct. 





Mr. Pope: Okay. Those documents were provided 
to you or you knew of this formal arr rangement on closing? 


Mr. Lagan: TES. That was the purpose -- we 
signed on April lzth. 


Mr. Pope: Yes. 


Mr. Logan: We wanted evidence that it would be 
either -- was already paid off or was to be paid Brine: 
that time before we would actually --- 


Mr. Pope: Amd on closing you were satisfied 
that the documentation -- that, in fact, was correct? 


Me. Wogan: Bp That isu comrect. On the l&th we 
were given evidence that it occurred. 


Mr F- Heine: Just ta clarify it because if vou 


study the record later on you'll find that there will be 
an inconsistency. These agreements, by the way. are 


~ 
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described in Schedule "C" toa the Subscription Agreement. 
The Subscription Agreement requires that Dobzinski put in 
the money by way of equity and Wyda to pay off the debts. 
What in fact happened between the 12th and 16th was that 
Dobzinski went ta New York. paid them off at the 
discounted rate with his own dough and -- but then to 
put it where it should have been by the léth. he found 
more dough of about 3.5, put it into the company for 
stack and then the company immediately paid him the 3.5 
so he got to the same place. 


Mr. Pope: Oh --- 
Hr DPR pss I'm just trying to -- for 
turther concerns that you might have. 


Nr. Pope: No. I wnderstand. What is happening 


to -- well, maybe I shouldn't ask that question. IDEA 
Corporation, what was its budget in the Spring of 1985? 


lir. Flakeley: Well, it was approximately $30 
billion. 

ir. Pope: Who approved the budget? 

ir. Blakeley: The budget was approved by the 
Board of Directors. 


lir. Pope: Whe in the government approved the 


as 


budget? 
lir. Blakeley: It was never approved. 


Mr. Pope: You were operating on an unapproved 


budget? 
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. lr. Blakeley: That is right. The budget and 
business plan were approved by the board of directors on 


Mp Ss 5 


May 22nd, and forwarded to the minister. 


ir. Pope: Yes. Do you know who approved --- 





TEs Blakeley: It was approved by the board of 
directors and immediately forwarded to the minister ta be 
approved by Order of Council, which is normal process. 





Nr. Pope: Do you know who approves hinistry 
budgets in the government? 


lir. Blakeley: No. 


lir. Pope: Would you be surprised to know that 


it was the management board? 
Yr. Blakeley: That wouldn't surprise ne. 


Mir. Pope: Okay. When did you rum out of your 


£30 million? 


ree biakeley: I think it should be important. to 
note here that when the corporation was set up initially, 
that the government approved a total of $109 million, and 
I'm not sure that additional annual budgets had to be 
approved as long as they were within that $109 million. 


ire Pope: You don't know if they WETE OX 1k 
they Were not’? 
< 


lir. Blakeley: No, I wasn't there. 


Mr. Pope: Okay. Now 30 million and March ‘85 
to March ‘66, is that correct? 





Mr. Blakeley: That's correct. 


Mr. Pope: Okay. Did you still have money left 
in October?1 
Hreeblakeleyrs res. 





Mr. Pope: How much was left? Roughly, I mean 
don't --- 
ae ee Cr Mee cere sri 
Mr. Blakeley: Of the initial 6U million hat 
had been put in, there were three lots at twenty a 
each year put in, totalling 60 million. Of that 6 , 
million, approximately 40 million was remaining as 0a 


-aJ 
SO 
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lire Pope Tisren one oo? 





Mr. Blakeley: October. 
Mr. Pope: October? You had 40 million left? 
Mr. Blakeley: Yes. In the bank. 


Mr. Pope: How many applications from computer i 
companies does IDEA receive in i965? 


Hr Pplakeleyes. Ditnanks --ewere not justi inithe 
computer business. 

Mr. Pope: No. I understand that. 

lir. Blakeley: It's all technology. 

iy. Pope: I understand that. 


Mr. Logan: There would have been many. 





ir. Fope: How many? 





Mr. Maruzzo: We receive roughly three to five 
hundred a year. 


Mr. Logan: Total applications. 





Mr. Naruzzo: Total applications. I just want 
to wanted to put in context. 
Tir. Pope: Yes, I understand. 


Mr. Waruzzo: Of that, a fifth could easily be 
computer ar computer-related applications. 
lir. Pope: How many were approved in 1985? 


ir. Naruzzo: How many? I guess --- 


ir. Pope: How many were approved in tatal in 


_ 


ir. Blakeley: Oh, computer --- 
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ir. Fone: Computer-related, total --- 


ir. Armstrong: Total, or conputer? 


ir. Phillips: We don't know Computer. Let's 
try total. 


Mr. Blakeley: In the year '&5-'86, that fiscal 
year, approximately --- 


Mr. Logan: Twenty? 
tir. Blakeley: Try 40. 
Mr. Pope: Investments? 


ir. Logan: Are you including entrepreneurial 
assistance programs? 


Hho piekeley:” No, no, no =-- 
ives ope. NO: ==— 


Hrs Blakeley: °No} seeaimtotels 


Mr. Pope: You say 20, you say 35. How much is 


Lt? 

li? Blakeley: Wellpats--- 

Mr. Logan: You're thinking summer service 
plans --- 

Mr. Blakeley: There's been some since then, 
SO --- 

Mr. Logan: That's as close as you're going to 
cetes 


Mr. Blakeley: Thirty. or thirty-five. 


Mr. Pope: Do you have an annual report as of 
March of ‘86? 








Mr. Pope: Maybe I could put it another way 
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Mr. Pope: March of ‘65? 





Mr. Blakeley: October. 
Mr. Fope: October? You had 40 million left? 


ir. Blakeley: Yes. In the bank. 


Mr. Pope: How many applications from computer : 
companies does IDEA receive in 1985? 


Mr. Blakeley:< I think’ <“"were-<not just) in’ the 
computer business. 

Mr. Pope: No. I understand that. 

lr. Blakeley: It's all technology. 

Mr. Pope: I understand that. 


Mr. Logan: There would have been many. 





ir. Pope: How many? 





Mr. Maruszo: We receive roughly three to five 
hundred a year. 


Mr. Logan: Total applications. 





Mrooiiazvuzze: Totalesoplications. si ejuste vant 
to wanted to put in context. 


Mr. Pope: Yes, I understand. 


Mr. Merugzo: Of that. a fifth could easily be 
computer ar computer-related applications. 


Mr. Pope: How many were approved in i905? 
Nr. Maruzzo: How many? I guess --- 


Mr. Pope: How many were approved in total in 


ir. Blakeley: Oh, computer --- 
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lir. Fope: Computer-related, tatal --- 


Yr. Armstrong: Total, or computer? 


ly. Phillips: We don't know computer. Let's 
Cry coce Ll, 


ir. Blakeley: In the year '85-'86, that fiscal 
year, approximately --- 


ir. Logan: Twenty? 
tir. Blakeley: Try 40. 
Mr. Pope: Investments? 


lr. Logan: Are you including entrepreneurial 
assistance programs? 


lr. Blakeley: No, na, no --- 
ir. Pope: No --- 


Mre Blakeley: 8Noy sso0imtotads 


Mr. Pope: You say 20, you say 35. How much is 


iti? 

lir. Blakeley: Well at's --- 

Mr. Logan: You're thinking summer service 
plans’ --- 

Nr. Blakeley: There's been some since then, 
SO --- 

Mr. Logan: That's as close as you're going to 
Get. 


Mr. Blakeley: Thirty, or thirty-five. 


Mr. Pope: Do you have an annual report as of 
March of ‘86°? 


Mr. Pope: Maybe I could put it another way 


— 





(Mr. Pope) 
because there's no magic in any particular numbers. Is 
it fair to say that not everyone that applied got the 
grants. or the investments’? 

Mr sLoganduetes spthatoseiairngto -say. 

lir. Fope: Yes. So there was not an investment 
system or a grant system that was readily available ta 
every computer company in the province? 


Mr Logan: It -- they could apply. and we would 
judge it on its --- 


Mr. Pope: But not everyone that did apply got 
then. 


ir. Logan: That's correct. 
Mr. Pope: There was a discretion in the board. 


Mr. Logan: There was -- most of the discretion 
was with the management. 


Mr. Pope: But the board made the final decision 
as to who got approved and who didn't. 


Mr. Logan: That's right. They would make the 
decision on approvals; they did not make decisions on 
denials. 


Hr. Pope: So management made the decision on 
denials? 


NrasLegan: -Thatusxcornects 

Mr. Pope: And many computer companies that may 
have applied for this grant were turned down. 50 it's 
not like OHIP's anyone that applies investment. It's not 
like OHIF;: anyone that applied didn't get it. 

fire Logan: Theat "s correcc: 

ir. Pope: There was discretion in the 
management and in the board of IDEA Corporation with 
respect to approvals and rejections. 


lr. Logan: That's correct. 
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decisions made and money flowing on that basis. 


ir. Logan: Correct. 





; Nr. Pope: Okay. Now who gat copies af the 
Iinutes of the IDEA Corporation? 


ir. Blakeley: Only the directors. 


Mr. Pope: Anyone else? 


—_— 


lr. Blakeley: Directors and senior officers. 
Directors and myself. I don't think you gat one --- 


lr. Pope: Who else? Any ministers? 


ir. Phillips: Deputy ministers? 


ir. Blakeley: The representative caf the 
Itinistry on the board, would, of course, have one. 
lir. Pope: Anyone else? 


ir. Blakeley: No. 
Nr. Pope: How many investments were approved 


after the February meeting when lr. Kruger said that you 
were going out of business? 





Mr. Blakeley: I'd say about ten. 


Mr. Pope: How many computer investment 


proposals were approved? 


MrerMaruzzo* Five but thet --= computer, or 
computer related -- 


Mr. Pope: What was the largest -- sorry -- why 
dees the Uarcestu-= 


Mr. Logan: I believe sa. I believe Graham was 
done before February 19. 


Mr. Pope: Yes, it was done before that. After 
that cutoff date, Wyda was the largest. Was it the 
largest by far? 


Mr. Logan: Of the computer companies? 
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Mr. Pope: Yes? It was. Wasn't it? 


Mr. Logan: Probably. 


Hriy Pope; peyvesmaeby far. 
Hr. Msruzzo: It depends what you mean by far. 
We did s million dollar deal. 


Hr. Pope: This was a $3 million deal. 


He arTuzzo. oes. 


Mr. Fope: I have some questions on confidential 


documents --- 
ir. Chairman: Tir. Wildman. 


Mr. Wildman: Yes. At the February meeting, 
which was adjourned, Iir. Kruger was in attendance and he 
informed you, from the board of directors, that the 
corporation was to be wound up; and that, as I understand 
it, according to the minutes that we have, any further 
approvals after February 19th -- was that the date? -- 
would have to be approved by the Ifinister. Is that 
ECrreCLe 


Nrwiblekel eyceeNO. 

Hr. Wildman: What did he say? 

Treepiskeleyv lira k rug en. 

Hr. Wildman: Yes. 

Nr. Blakeley: He said that we should continue: 


that any new proposals coming into the corporation had to 
be submitted to the Ministry. 
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. Mr. Wildman: That is the point that | am getting at. 
The new proposal, in other words, © proposal that was made 
prior to February 19th but not approved by the Board of 
Directors would not have to go to the Ministry. 


Mr. Blakeley: That is correct. 


Mr Wildman: So, in the case af Wyda, you could 
proceed as you did at your March meeting without it going to 
the Ministry. That is keeping in ming that it had come from the 
Ministry in the first place or had been referred. 


Mr Logan: It didn't matter where it care from --- ~ 


Mr. Wildman: Yes, all right. The other thing -- in 
terms of Mr. Cannon's comments earlier stout his discussions 
with Mr. Mackinnon with regard to the possibility of the 
contract -- | believe it was a contract for your companies to 


* 


assist UDC to manage the investment portfolia. Is that right? 
Mr. Cannon: I’m not quite with you but keep going. 


Mr Wildman Well, was that what your discussion 
was about? Were you talking to Mr. Mackinnon in the absence of 
Mr. Logan regarding the future of the possibility of 4 contract 
with GDC to assist them in developing the skills to manage the 
investment portfolio. ; 


Mr. Cannon: Yes, well, while Daryl was away David 
Mackinnon and | discussed whether Daryl and | would be 
prepared to stay on for arn interim period of time to assist 
whomever in getting that portfolio properly turned over. 


Mr. Wildman: It was during that meeting that Mr. 
MacKinnon raised the concern with regard to what he thought 
was misinterpretation of the --- 


Mr. Cannon: Daryl’s famous memo. 

Mr. Wildman: Or infamous if you want to use thet 
term of October 16. Now, | don't mean any disrespect by this. | 
want ta get the context -- was the context that in which Mr. 
MacKinnon raised that matter in any way in your understanding 
related to the -- whether or not a contract would be approved? 

Mr. Cannon: lr sarry. I'm confused. 


Mr. Armstrong; Which contract are you referring to? 
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tir, Wildman: The contract with ODBC. 





Mr Cannon: Between Daryl and myself’ 
Mr Wildman: Yes. 
Mr. Cannon Neo. 


Mr. Wildman: In otherwards, it was an unrelated 
matter that was raised at the same meeting? 


Mr. Cannon Correct. 





Mr. Wildman: was that matter raised after you had 
finished discussing the possibility of your future with or 
contract with GDC or during that discussion? 


Mr Cannon | think right at the outset. 


Mr. Wildman Oh, before you got into the other 
matter? 


Mr Cannon: Yes, | believe soa. 


Mr Wildman: All right. And at that time was it 
raised in the context of the possibility that you might be asked 
Questions about that memo or Mr. Logan might be asked 
questions about that remo by s committee such as this? 


Mr. Cannon: No, | don't recall any discussion about 
that at all. 


19. Jeith. oMridma ri: Were @wvasiing jeterenceito othe 
possibility of the Legislature or 4 committee of the Legislature 
investigating the situation’? 


Mr. Cannon: Wo. There wasn't. None that | recall. 
Mr. wildman Thank you. 


dhe Chairman: lm afraid | have a couple of quick 
questions tog. Mr. Lagan, you mentioned the University of Bonn 
& couple of times in respect to Mr. Dobzinski but | arn kind af 
curious about the way you responded the last tire. You did get 
a positive response from the University of Bonn about Mr. 
Dobzinski, did you? ‘ 





Mr Logan: My recollection was there was two people 
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Mr. Parikh was trying to call. | believe he never did reach one 
of thern. | believe he did reach the other. My recollection was 
the gentleman didn't have @ vivid recollection of Mr. Dobzinski 
Inasmuch as it been almost ten years. This is not terribly clear 
In fy rind row -- but that the recollection was positive: 


The Chairman: A vague recollection? 
Mr. Logan Yes. 


dhe Chairman: You mentioned it a couple of times. 
That is adding some significance to it. Now you are indicating 
it was 4 vague recollection. 


Mr. Phillips, you mentioned about the minute book for 
Wyd6 -- that your firm had the opportunity to look st it. Did 
you note any reference in the book to Mr. Caplan and the IDEA 
Corporation’? 


a review of deficiencie 
answer 1s no. 


Mr. Phillips: | didn't lock at it persanally. | only read 
s in the book and on that review the 


The Chairman: Then you haven't had an opportunity to 


Mr. Phillips: Oh, sure, lve had an opportunity. 


The Chairman, But you didnt feel it was relevant’? 


Mr. Fhilligs: No. We don't normally just flip through 
the minute boak -- we da thet an weekends. 


The Chairman: Okay. I’m not going to pursue that any 
further. 


Mr. Bell, do you want to jump in here at this point in 
reference ta the additional materials? 


Mr. Wildman: Mr. Chairman, there is ane matter that | 
stiould asked earlier. It is very short. 


Can you tell me the date of the meeting that you had 
with Mr. Mackinnon? 


Mr. Cannon Gee, Irn sorry, | can't. | know it was 
during the week that Dary] was out west. 


Mr. Wildman Approximately. 


AO dizer boc 


Mr Pone: What week was that’? 





fils LS | left the evening of Thursday the 12th and 
| returned the 2. 





fening of Monday, the 23rd. 
Mr Wildman It was after June the loth? 
The Chairman: Before we go any further, before Mr. 


Bell starts, | think if it is our intention ta car ntinue we should 
have an unanimous consent. 


“TAO Government 
mr, | | | | Publications 
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MR. BELL: And, sir, did you ultimatel report to 
Cabinet with certain recommendations as for IDER? 


“MA. KRUGER: Yes, sir. 


MR. BELL: find were those recommendations 
accepted by Cabinet? 


MB. KRUGER: Yes. The recommendations -- there 
was a lot of consensus. uthich, in the process 7‘ putting 
those recommendations through, had to be gained, and the 
recommendations as Cabinet finally decided, | suppose, yes. 


MA. BELL: All right. And to just try to accelerate 
matters, it's a matter of record before this committee, and 
certainly elsewhere, that on the 19th of February of this 
year, the Cabinet made certain decisions, and then made 
public those decisions as for IDEA: is that correct? 


MAR. KRUGER: That's correct. 


MA. BELL: Uiere those decisions which were made 
public at that time substantially in accord with the 
recommendations that you made in your report to Cabinet? 


MA. KRUGER: They were in accord with the 
recommendations that had gone through the policy and 
pricrities with which | concurred, yes. 


MA. BELL: find, sir, in substance, can you tell the 
Committee what the Cabinet decided that day as for IDEA? 


MR. KRUGER: The Cabinet Committee on that day 
decided that the IDEA, as a corporate entity, would be 
wound down, and in its place a new entity would begin 
under the general control and administration of ODC -- a 
reconstructed ODOC -- to be involved in the pre-venture 
capital area, and to complement the other business that 
was being performed by GUC. 


MA. BELL: All right. fnd, sir, this review -- or the 
review that you undertook -- | understand it was with the 
assistance of certain members of your staff? 


MR. KRUGER: Yes. In all these matters it's 
impossible for one person to do it, and as I've done this 
work previously in other governments, and also in the 
private sector; | would establish a team with a project 
manager, and there would be, from time to time, at least 
six people actually working on the team, vis-a-vis IDEA. 


And, of course, there would be many meetings with MITT 
siaff, Treasury staff, Management Board staff, et cetera. 


MAR. BELL: All right. Sir, | ask this question nat only 
in the context of your particular involuement but the 
involvement of your staff. As part of the review process, 
did you cr your staff have =~ discussions with or did you 
concern yourself with the matter of the Ulyda Corporation 
in its context with IDEA? . 


MA. KRUGER: Wyda only came to my attention 
after the story actually broke within the media. Because at 
the time our review Was done we were pase hae on 
those things that were already within the portfolio of IDER 
and we were alse consulting with some people who had 
been turned down so we could get a flavour of what the 
mandate of IDEA was. Wyda was not on the list. 


MR. BELL: All right. 


MR. KRUGER: | might add, nor was it on the list 
that went to Cabinet. 


MA. BELL: Yes, sir. Thank you. 


|! wonder if the Clerk would place before you, sir, a 
brief of the Committee's documents which has certain other 
decuments that | obtained from you in your office in Tab 
number P. 


Would you turn, Mr. Kruger, ta Tab number 1 under 
section P. 


MR. KAUGER: Yes. 


MRA. BELL: That decument being a minute of IDER 
directors, a meeting of February 19th that you Were good 
enough ta provide io me. 


Sir, | understand that represents the first occasion 
wherein the directors and staff of [DER were informed of 
the Cabinet's decision earlier on that day. 


MR. KRUGER: Yes, it was oniy at a later date -- I'm 
sorry. Gn Tab number | -- that's the 19th. 


MA. BELL: That's correct. 
MR. KRUGER: That's the day of the winddown. 
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MR. BELL: All right. And just for the chronology of 
that date, Cabinet made its decision in the morning. 


MA. KRUGER: Yes. 


MR. BELL: find you, at first opportunity, met with 
IDEA's directors and staff. 


MR. KAUGER: rat ilones et meeting was suppesed 
to be held the previous week, but | had consulted with Mr. 
Macdonald when | knew it was going to Cabinet that day 
and arranged to be in his office at 2:00 o'clock. 


MR. BELL: Were you aware, sir, that day or 
subsequently, what IDEA's agenda for that directors’ 
meeting had been? 


MR. KRUGER: No. | was informed by Mr. Macdonald 
that they did have an al of some items which ther 
wished to discuss, and! put it to him and asked him, did he 
want me to be on at the end of the meeting or at the 
beginning, and he thought that the staff would like to know 
what's going on, so he said he would vary his agenda and | 
would be on first. 


| did not see the agenda. | was unaware of what 
they were going to discuss on that day. 


MR. BELL: All right. nd, sir, this ts for your 
benefit. It's a matter of record before this Committee that 
the IDEA's investment in Wyda was on the agenda for the 
tena e 19th meeting and had to be rescheduled to March 

@ : 


Just so your answer is complete on the record, | 
take it you were not aware of that fact? 


MA. KRUGER: | was not aware of that fact, and 
dil rete ete aware of the Wyda fact some time after 
arch. 


MA. BELL: Okay. Could you turn, sir, to page 3 of 
that February 19th minute? 


MA. KRUGER: Yes. 


MR. BELL: The bottom paragraph, sir. It's recorded 
that you were asked about the status of the Board's abilit 
to approve proposals, and that you confirmed that all 
proposals currently being reviewed DY Management may be 
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approved for investment by the Board of Directors. Ani 


new proposals after February 19th must receive approva 
fram the Minister. 


Does that accord with what you were asked and 
what you indicated on that day? 


MR. KRUGER: Not entirely. | indicated to the Board 
that any proposal that was already on stream, that was in 
the pipeline, should be processed in the normal manner 
because IDEA was a corporate entity and would remain a 
corporate entity until June 30th. There was to be no 
interference from anybody. 

fis far as the Minister, | mentioned that it had 
always been under MITT, it would be MITT that would be 
taking over the portfolio and whatever was in that 
portfolis as of June 30th, and the reference there to all 
new proposals after February 19th must receive the 
approval of the Minister, | indicated that anything new that 
came along that they had not yet seen at that point in time 
should be referred to MITT. 


(PAGE ? FOLLOLS) 
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MAR. BELL: And just turning, sir, tao page 4, the 
second paragraph: “The Board then asked Mr. Kruger to 
clarify its role." 


| wonder if you might just review that for a 
moment and advise the Committee whether that accords 
with what you were asked and what you indicated in that 
regard. 


MA. KRUGER: Yes, generally it was, yes. The only 
difference is that the Advisory Council -- there was some 
talk at that time of their being an advisory council, and now 
the Bee Council is being replaced by ODC itself, the 
Board of ODC. 


MR. BELL: Okay. This is a bit out of sequence 
chronologically, but | pepetnttt it important to review the 
19th of February Minute first. 


Mr. Kruger, could you turn to sub-Tab 3 of this 
section? 


MR. POLSINELLI: Where are you? 


MA. KRUGER: I'm sorry. | have Tab 2; | don't have a 
sub-Tab 3. | have a Q. 


MA. BELL: I'm sorry, sir. If Mr. Arnott could give 
you these new materials --- 


MA. KRUGER: | have just been handed drafts 3, 4 
and 5 by a member of your Committee. | 


_ MR. BELL: | will wait, Mr. Bell, to make sure all 
Committee members have the new material at hand. 


Okay. Has everybody got Tabs P 3, 4 and 5 now? 
MR. EPP: | need mine. . 

THE CHAIRMAN: Okay, Mr. Epp. It's on its way. 
Please carry on. 

_ MR. BELL: Mr. Kruger, I'm going to ask you these 
questions respecting this February 6th letter from Mr. 
saat a in the context of the last Pete Nil of page 3 of 

rua 


the Fe ry 19th Minute, i.e., the Board's ability to 
approve the proposals. 
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MR. KRUGER: Yes. 


MR. BELL: And first of all, you can confirm that Mr. 
Blakeley did write to you and you did receive his letter of 
pare 6th on the date that's indicated on the top of that 
etter: | 


MA. KRUGER: Yes. 


; MR. BELL: All right. find he has referred, under 
item 1, to a projected expenditure -- at least, as far as 
youre concerned -- of $18,100,000 for this year, and he 
indicates, "We've spent, or have committed to spend, about 
$17,500,000." 


First of all, can you comment on the origin of that 
$18,100,000 figure? 


MR. KRUGER: Yes. These were figures which we 
obtained from IDEA, and in one of the original drafts which 
he had seen, we had understood that fhere was -- the 
figure was $18.1. Subsequentiy, we got the figure from 
ree that it was $17.5. The actual figure turned out to be 
pee 2. 


Within that figure, | should point cut that as of the 
audited statement in March of 1985, there was a $14 million 
figure of commitments yet to be made, and that is in the 
same category as the $17.5. The $14 million had become 
$17.5 by the time we went -- or $17.2, to be precise -- by 
the time we went to the Cabinet. 


MR. BELL: All right. Now, he refers, sir, further 
down on this item 1 about what was intended for the 
February 19th meeting, an investment in the amount of $1 
million. Then he goes onto say: "There are further matters 
under active review requiring another $2 to $2.5 million." 


Did you ever make any inquiries of Mr. Blakeley or 
others to determine what investments these particular 
amounts related to? 


MR. KRUGER: No, | did not, because | would refer 

ou fater on to the $31 million and the $15 million in 
Biomedical. Back when | first began the review, there was 
a sum of money of $15 million to go forward for Biomedical, 
and | was asked the question by Mr. Blakeley -- there was 
considerable pressure on us because there had been a $20 
million sum of money flowed to IDEA after the audited 
statement, and there was originally, when IDEA began, a 
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commitment to flaw to them $107 million. 


Mr. Blakeley kept asking, and pointed out that this 
$15 million for Biomed was only the start and would come 
much higher, and he said, "What's going to happen in the 
interim until your report is done?” I said, "You must live 
within your own means." They had $10 million in an 
Investment that was Middlesex Investment which the 
were trying to get out of, and [| put it to him that with tha 
and the $50 million they had in their bank account, surely 
they would have aroun money to carry on. And he 
indicated yes, they would. i 

So there was no constraint on them, except | 
suggested to them most strongly that they should look ver 
closely at Biomed in the same way as they should get out o 
-- and this was the opinion of the Board -- that they should 
really start attempting to diverse themselves of the 
Middlefield, which was a syndicated fund. 


MR. BELL: Well, do | take it, sir, that what you've 
ee indicated to the Committee represents the answers 
that you gave to Mr. Blakeley of those questions that he 
poses at the end of this item 1% 


MR. KRUGER: Yes, that's quite correct. 

MR. BELL: And may! put itin my vernacular: your 
answers included something to the effect: "Whatever you 
do, you're not going to get any more money from us." 


MA. KRUGER: Until such time as the mandate of 
[DEA was clear. 


find | said another thing, too, if | might, in your 
vernacular: “You have enough money to carry on with 
anyway with everything that’s in the pipeline." 


MR. BELL: Okay. How did you communicate these 
matters to Mr. Blakeley, sir? 


MR. KRUGER: By telephone. 


MA. BELL: Could you recall when that telephone 
call occurred? 


; MR. KRUGER: Not particularly. | was receiving a lot 
of dialogue from Mr. Blakeley, constantly, and --- 


MR. BELL: Can | be a little more -- can you recall 
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when it was, sir, in relation to March the 6th, 1986? Was it 
before or after, if you can recall? 


MR. KRUGER: This February 6th? 


MR. BELL: No, your discussions with Mr. Blakeley 
when you gave him these answers. 


MA. KRUGER: Oh, that would have occurred almost 
Immediately after. 


MR. BELL: Fine. Thank you. 


MAR. KRUGER: If I didn't call Mr. Blakeley, he would 
have called me. 


MA. BELL: All right. That's all | wanted to know. 


MRA. KRUGER: In fact, sir, now that you're lookin 
at it, | might peripherally say, that was the first indication 
had that two Ministers would not be at the Cabinet 
meeting. He knew more than | knew. 
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MA. BELL: Now, you've indicated already when you 
first heard the name Wyda used in any connection, and 
particularly in connection with IDEA -- I'm sorry; when was 
that again, sir? 


MR. KRUGER: Well, the first time | heard of era 
the name, where it registered with me, was when [ first 
heard about the problem that was raised in the Legislature. 


MRA. BELL: find that would be on or after June the 
10th of this year? 


MRA. KRUGER: Yes. 


MR. BELL: And would you turn to item number 2 in 
this material, Mr. Kruger? 


MR. KRUGER: Yes. We're still on Tab 3? 


MA. BELL: No, I'm sorry. We're still in part P, but 
we're now in sub-Tab 2. 


MR. KRUGER: Sub-Tab 2. 
MR. BELL: Back to the book. 
MR. KRUGER: Right. 


MR. BELL: This is another document that | obtained 
from you. Can uou identify the handwriting at the bottom 
of the first page? 


MR. KRUGER: The handwriting is mine. 
MA. BELL: And when were these notes made, sir? 


MA. KRUGER: The first note was made on March 
2ist, the second on March 26th. | really don't know the one 
with regard to lan Macdonald. On my original, that's in 
pencil, so it was done at a different time, obviously, and the 
one with Webster was April ?th. That's after I'd spoken to 
Mr. Webster, 


_ MA. BELL: All right. Can you tell the Committee 
how this March 21st note -- what fhe circumstances were 
that caused you to make this note? 


MR. KRUGER: Yes. Soon after the meeting of March 
6th, | had heard from -- and | just can't remember who -- 
but I'd heard that the husband of the Minister was involved 
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In a file at IDEA, and that this had been through the Board 
on March 6th. 


Now, you will notice that present was Michael St. 
Amant. We always had someone -- during the time that | 
was doing my review, there was always some person from 
MITT who monitored these meetings. Mr. Michael St. Amant 
was the person | had taken down, and if you reference your 
previous minutes of the 19th, he was one of the group of 
people that | took down on that date, Including the internal 
auditors of MITT. i 


So | got in touch with Mr. St. Amant and | asked 
him did he know, or was he present at the meeting, and he 
indicated he was, and he said, "Yes." And he confirmed that 
-- as | say here, "confirmed that Caplan's relationship to 
Caplan was noted when Daryl Logan gave a slide 
presentation.” {| asked him about that, and he said Daryl 
Logan had given a slide presentation, had noted that there 
was aon invelvement by Mr. Caplan, and that this was 
discussed by Mr. Macdonald, Chairman of the Board, and 
there was some discussion by the Board, and they 
considered it of no consequence -- of no concern to them -- 
and they continued on. 


Mr. Logan did give in his presentation -- this is Mr. 
St. Amant informing me that Wilf Caplan was not involved in 
any of the actual negotiations with the Board, and that's 
something that Mr. Logan had said during the presentation. 


On receipt of this information, | was -- and you'll 
notice, on March 26th, in discussion with Mr. Blakeley -- 
now, you must understand, these discussions with Mr. 
Blakeley -- this was not a prosecuting attorney or anythin 
like that with Mr. Blakeley; | was talking about a lot o 
things with him, and | said to him, could he recall the 
meeting and the fact of this being identified. And he 
indicated yes, he had. find | asked him, “Have you ever met 
Mr. Caplan?" And | was surprised when he told me he 
hadn't, that this was done by Logan and people at that 
level. And he also indicated that there was no conflict. 


So | asked him had he ever discussed anything 
with Mrs. Caplan, and he said no, he really didn't know Mrs. 
Caplan, and there was no discussion with anyone from 


Caplan’s office. 
Now, you must understand, this was just in a 
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by-the-way conversation in other things. 


So there was no conflict, and the concern | had 
was: Was there any political interference? Because | had 
been asked a question -- which chee notice in the minutes 
of the 19th -- by Mr. Cannon. ery pointed. That was a 
ee difficult meeting where we had the Board, and all the 
staff were there, and Mr. Cannon asked me point blank. He 
said: "Was this a political decision?" And | said, "No, it was 
not. As far as | was concerned, it was an economic and an 
administrative decision on my part, and | was under no 
influence to give it one way or the other." j 

As a result of that, he said, “Well, is there going to 
be any political influence?" And | said, "No." 


So my words, "They're in no conflict," was 
addressing the fact that there was no pressure from 
anyone politically. 


{ then had occasion to talk with lan Macdonald -- | 
don't know the date -- and | was in discussion with Mr. 
Macdonald quite a bit, too, because we were in the process 
there with both these gentlemen talking about severances, 
if severances should apply. find he confirmed just what Mr. 
st. Amant had said. 


Then, following that, | was at a meeting with the 
secretary of the Management Board, and on the way back 
from that meeting, the office of Mr. Webster is located just 
down the hall from the secretary of the Management Board, 
and he just happened to be there. So! walked in and | said, 
“Were you aware that there was some discussion at a 
meeting on March 6th that the husband of your Minister 
Was involved in the file?" He said yes, he was totally 
aware of it, and he indicated ta me that this was known by 
the Attorney General's department, everything had been 
cleared, and that there was no conflict. 


30, a$ far as | was concerned, from that point on, 
it Was a non-issue. 
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MA. BELL: Mr. Kruger, you've indicated that you 
made the nates en the date that they are indicated. 


MR. KRUGER: As far as | can remember, yes. 


_ MR. BELL: All right. Do | take it -- well, let me ask 
you: Did you or did you not, when having these discussions 
with the people noted on this page, discuss the name of the 
gears that was going to receive the investment, i.e., 

yda? 


MR. KRUGER: No, | did not. | didn't even know it 
was Wyda. 


MR. BELL: Can you tell the Committee, Mr. Kruger 
-- Item number 2 -- and | believe | photocopied it in the 
form that | obtained it from your office -- your notes are 
on the first page of the Minute. 


MR. KRUGER: That's right. 


MR. BELL: find if you go, then, to the second, third, 
fourth page, the specific part of the Minute that deals with 
Wyda is included. Oo! take it you did not have those other 
pages when you made the notes? 


MR. KRUGER: If 1 did have the other pages, they 
were of no significance to me, because | was concentratin 
on was there any political influence. And, as a matter o 
fact, | did note here, later on, that Caplan, C.G.A., was 
involved in it. | don't know when | would have noted that. 
| think this would have come to my attention after there 
was the discussion in the Legislature. | probably went back 
to take a look at it at that point in time. 


MA. BELL: Are you referring, sir, to the paticular 
markings at page 3 of this Minute, beside the paragraph 
starting, "The Management Team consists... °? 


MR. KRUGER: That's right, that's right. 
MA. BELL: fill right. Okay. 


Before we get into events post-June the 10th and 
your involvement in them, sir, can | talk a bit a moment 
about, if | may call it, the wind-down period for Wyda; that 
is, from the date the Cabinet formed its decision on 
February the 19th? 
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MR. KRUGER: Perhaps you mean IDEA, not Wyda. 


MR. BELL: IDEA, yes. a That's not the first 
time that's happened. February the 19th to June the 30th. 


as there, in fact, an involvement, first of all, b 
Cabinet in any expenditures involving IDEA between tha 
fime? Were any submissions made for Cabinet approval as 
to the expenditures of any monies? | 


MR. KRUGER: Well, of course, when the Cabinet 
document went forward, we had indicated what it would 
likely be. There was also the wind-down which went to 
Management Board, which is the process, and in that there 
uias a whole series of monies. There was a list of all of the 
assets and all of the wind-down documents one would 
normally expect; there was also instructions in that as to 
how the disposal was to be done in accordance with a 
policy. And that went to Management Board, and that was 
approved by Management Board, and subsequently went to 
Cabinet as a Minute. That would have been approved by 
Management Board on June 1 ?th. 


MA. BELL: Were there any other submissions made 
to Management Board before that date, sir? 


MB. KRUGER: Yes, there was one submission on a 
severance, which we had to -- that we were doing a little 
in advance of all of the other severances. There was that 
submission. There was also a statement which was made 
up by MITT as to what the ey funding would be required 
-- this was soon after the 19th -- as to what the likely 
funding would be required vis-a-vis MITT and the 
wind-down. $o they would have been the three 
submissions. 


The one submission that dealt with investments 
would have been my final submission on June 1?th. 


MR. BELL: All right. Did any --- 


MR. KRUGER: And that was approved by 
Management Board. 


MA. BELL: All right. Did any of those submissions 
to Management Board deal with, directly or indirectly, the 
investment by IDEA in Wyda? 


MR. KRUGER: They would have dealt with, 
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indirectly, an investment by IDEA. That would have been 
unknown to anybody who was reading the report, though. 


MR. BELL: That's my next question, sir. 


MR. KRUGER: It was just a sum of money that 
dealt with all of the investments going forward, and it was 
@ figure of $17.1 million. 


MR. BELL: Is that a report that's submitted to 
Management Board in written form or otherwise, sir? - 


MR. KRUGER: In written form. 
MR. BELL: Is it from your office? 


MA. KRUGER: It came -- well, there were a lot of 
people who worked onit. There were staff from my office, 
staff from MITT, staff from Healt staff from 
Management Board as weil. We had to get the figures right. 


MR. BELL: Who is the --- 
MR. KRUGER: | signed it. 


MR. BELL: Of the submission that dealt indirectly 
with the Wyda investment, --- 


MR. KRUGER: Sir, when you say “dealt with it 
indirectly", it was so indirect, it was a sum of money. 


MR. BELL: All right. 


MA. KRUGER: It was an investment. [It was a sum 
of money to cover all of the investments, to the best of 
their knowledge, of things that we were committed to on 
account of our IDEA, because, although the money had been 
advanced in the first stage, there were certain criteria that 
had to be met, and to that extent, Wyda was involved. 


MR. BELL: | appreciate that, sir. You've also said 
that it was not capable of identification. 


MR. KRUGER: That's right. 


MR. BELL: But my question was: Was that Piel 
the submission that went to Management Board on the 1 ?t 
of June, as opposed to the others? 
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MA. KRUGER: That's right. 


MA. BELL: And do | understand it that Mrs. Caplan 
was not on that date Chairman of the Management Board of 
Cabinet? 


MA. KRUGER: That's correct. 


MRA. BELL: Now, in between the -- | guess the 
period relevant to this Committee's ae -- and that 
would be probably from August of 1985 to Hpril the 1?th, 
1986, which was the date that IDEA's investment in Wyda 
closed, in the corporate sense -- did gon have any 
discussions with Mrs. Caplan concerning IDEA 


MR. KRUGER: Oh, | would have, from time to time, 
had discussions with Mrs. Caplan, with the Treasurer and 
with other people, merely from the point of view of keeping 
them apprised of the various things that | was working on, 
and just to tell them on progress. fnd, in that context, | 
would have. | had never discussed any particular file with 
Mrs. Caplan. | had discussed -- this is vis-a-vis IDEA -- | 
had discussed some of the severances of some of the 
people, because some of them might well end up in court 
cases, and she should be aware of that. After all, she was 
also in charge of the Civil Service Commission. 
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__ MAR. BELL: My next question was, sir -- and ou've 
anticipated it -- did any of those discussions include any 
reference to Wyda? 


MR. KRUGER: None. 


MR. BELL: The matter of the submissions that 
were, again, made to biped LANG Board respecting IDEA -- 
this is in the wind-down phase -- did IDEA provide to you 
some of the information or the material that was necessary 
for the purpose of the report to Management Board? 


MR. KRUGER: No, it was just a figure. We were 
interested in the end figure and interested in the ened: 
The decision to wind down was there. My concern was fo 
make sure there were sufficient funds available for all of 
the things that we had to do in the wind-down phase. 


MR. BELL: All right. Thank you, sir. 


Now, the last item: May | ask you about your 
involvement with this matter from dune the 10th onward? 


ME. KRUGER: Yes. 


MA. BELL: | should say, sir, we've heard from Mr. 
Carmen that, | believe, on June the 10th, the Premier 
directed him to organize an investigative team, so-called, 
and that you had been named by Mr. Carmen as one of the 
members of that team. | don't have to ask you about that. 
Can you just tell us, sir, what your involvement was with 
tiitsheen leading to, | quess, the events of June the 16th? 


MA. KRUGER: Right. rei ASL let me take 

ou through it. On ratte June 10th, f had received a call 

from Mr. Lavelle to the effect that some question had risen 

in the House, and we were to meet with Mr. Talmin later 

that evening, and could | come around and speak with him. 
This is June : Oth, Tuesday. 


So | went around, and there was Mr. Lavelle, there 
was Mr. MacKinnon and myself, and we wanted -- the 
question was Graham Software, | believe, and also Wyda. 
find they asked what | knew about them, and | said | really 
knew nothing about them, and they said, "Well, you better 
come along, because you certainly know something about 
[DEA, and we're in the wind-down phase. 


So we went over and we met with Mr. Talmin. 
Now, there was someone else at that meeting. Quite 
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frankly, | don't know who the person was; they didn't say 
anything, so they didn't register with me. 


But it was decided as a result of that that, as the 
information and knowledge within the files was contained 
within MITT, and paticularly with Mr. MacKinnon, that he 
would go back and try and draft up some type of a 
statement that we could meet the next morning at around 
9:00. My task was to try and give some background as to 
IDEA. 


lle met -- | was late for the meeting; it was 
between 9:00 and 9:30; | got there a little bit late -- and 
there was Mr. Lavelle, there was Mr. MacKinnon, there was 
Mr. St. Amant, and there was Mr. Wright from the 
Aitorney-General’s department. find they started into some 
discussion as to the Wyda file. It became fairly obvious 
that we didn't know too much about ii, but there was some 
synopsis that Mr. MacKinnon had, and it was decided, well, 
let's get the file. 


So | believe it was Mr. MacKinnon who called 
through to Harold Blakeley to bring the Wyda file down with 
him so we could at least fake a look at it. And that was the 
first occasion that | actually saw the Wyda file, and | later 
learned | didn't see the complete file. It was some file that 
Mr. Blakeley had that -- | didn't see the final papers. 


Of course, in your document here, | find there's a 
lot of material that I've never seen. 


MA. BELL: Just for the record, sir, you're referring 
to the documents that IDEA Corporation filed with this 
Committee. 


MA. KRUGER: That's right. 


Following our meeting, we then went between 
12:00 and 12:30 to the Committee room that abuts the 
Premier's Office to try and draft up a statement. The 
meeting was coordinated by Mr. Carmen; he obviously had 
the responsibility for the coordination of it. There was Mr. 
Carmen, there was Herschel, Mr. Ezrin, Mr. Zisis, David 
Mackinnon, Pat Lavelle, Mr. Wright from the 
te a habe ee bs Office, there was myself. | recall I'd 
taken the files; | was the person who took the files over. 
Mr. Webster came in; it seems to me he came in somewhat 
late. find | was told then we had a deadline of 2:00 to make 
up a statement. 
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Well, we all contributed whatever we could to this, 
ond | left the meeting at somewhere around 2:00, and | was 
very surprised to learn later that day that the Premier had 
actually made a statement in the House. 


_ $0 on dune 12th, on the morning of June 12th, 
following the statement, | had heard -- and | cannot 
remember the source -- that Mrs. Caplan was a little upset 
that the statement did not refer to an affidavit. So | called 
Mrs. Caplan -- she was in the Constituency Office -- just to 
ask about -- | think | first heard it from Mr. Webster -- I'm 
not sure -- that there was an affidavit. And she confirmed 
to me that there was an affidavit. jl 


Well, | hadn't seen any affidavit, and it seemed to 
have great significance, so | called down to Harold Blakeley, 
and | said, "[s there such a document?" find he said, "Oh, 
yes, that'll be in the closing documents files." find | do find 
it, for the record, within your Tab that you've given me --- 


MR. BELL: Number 16, sir? 


MR. KRUGER: Yes, and it was not, in my view, an 
affidavit; it was strictly an acknowledgement. It's not 
what I've grown to understand an affidavit to be. But, 
however, it was 4 Het valid document. It Was an 
acknowledgement by Mr. Caplan --- 


MR. BELL: Mr. Kruger, can | just interrupt you for a 
moment? Could you indicate to the Committee what Mrs. 
Caplan said about this document in your telephone 
conversation? 


MR. KRUGER: Uery little. She just said that it 
existed and that it was an affidavit; she referred to it as an 
affidavit, and she thought it was significant. The fact she 
thought it was significant, | had not seen it, obviously it's 
something | should see. And that's the reason for the call. 
it was a very friendly call. 


Then | read, on June 13th, the statement in The 
Sun, a column by Lorrie Greenberg. At that time, | don't 
think 'd received a copy of that, so | asked again to have it 
sent down by cab, and it was sent down by cab. 


did one other thing on that date. You must 
emeriter we were  TogessinGetnis final document for the 
Management Board, and in there | became quite concerned 
that, although Mrs. Caplan would not be able to identif 
anything to do with Wyda, there was, within the $17. 
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million of investments, the possibility that it was there, and 
alihough indirect as it might be, it could cause somewhat of 
a problem now that this matter had surfaced. 


So | spoke te the Secretary of the Management 
Board, and | said, "ft the appropriate time that thot doin 
cur normal briefing with Mrs. Caplan, you should point ou 
o Mrs. Caplan that this exists." And it had been mi 
intention to call Mrs. Caplan to alert her as well, but in the 
meantime, on the Monday, she resigned. So it no longer 
became an issue, and it was the Treasurer who then took 
the report forward. 
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Sir, you are probably aware now, and there is 
another exhibit before this Committee which was reviewed 
with the IDEA corporation people: it is specifically a letter 
from Mr. Caplan to Wyda dated April the 14th, 1986. 


| would ask the Clerk to help you. That is found in 
tab | of the material, page 13. 


MR. KRUGER: | thought it was also in --- 


MR. BELL: No, it is not in the [IDEA material, sir. We 
will help you find that. 


1 will give you an opportunity, sir, just to review 
that before | ask you any questions. 


MR. POPE: While he is doing that, can | raise a 
point of privilege? 


THE DICE-CHAIRMAN: A point of privilege, Mr. Pope. 


MR. POPE: Not respect to Mr. Kruger. Sorry, it has 
nothing to do with your appearance. 


MR. WILDMAN: If this is a procedural matter we 
did set cut a time [imit. 


THE BICE-CHAIRMAN: I| recognize that; that a point 
of privilege or order takes precedence over any business of 
th Committee. 


MR. POPE: My point of privilege relates to the 
documentation that was given to the members of the 
Committee by IDEA Corporation, specifically tab 17. Tab 1?, 
schedule —. There is a deletion of item number 3. 


MR. BELL: Schedule E? 


MR. POPE: ‘Schedule E has a deletion of point 
number 3. There is a deletion of item number 3. 


Mu point of privilege is that this information was 
withheld a hhse authority | know not from the members 
of this Committee at a time when we were considering tab 
5, which is the meaning of the reference about political 
influence. And there is the deletion of the name which ts 
subsequently identified as "Cumberland" in tab 5. It turns 
out that schedule — was revealed to the members of the 
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(Mr. Pope) 


Committee last Thursday at midnight; that schedule E, item 
number 3, happens to link Wuda with the Cumberland Group. 


MA. POLSINELLI: It came out with the evidence. 
MA. POPE: No it did not. 

MR. POLSINELLI: Yes it did. 

MR. POPE: No it did not. 


MA. EPP: Wo, it came out last week or sometime 
before that. 3 


MAR. WILDMAN: No, no, no, the Cumbertand Group. 
THE UICE-CHAIRMAN: Order. 


MR. POPE: My recollection is that the information 
and schedule E eee refers to a contract, a material 
contract in the closing, between Cumberland Investment 
Group and lilyda and Mr. Dobzinski for 10 per cent of the 
total ony af the company. That was the link between the 
Cumberland Group and Uyda that was so vehemently denie 
by the author of memo number 5. 


When | asked whoa the oprincipals of the 
Cumberland Investment Group were we were told that it 
was two individuals, and it turns out that one of those 
individuals happened to be the president and the director of 
Wuda Corporation; and that the document show that. 


THE UICE-CHAIRMAN: [| am sorry. By the president 
do you mean Mr. Dobzinski or --- 


MA. POPE: No. 


UNIDENTIFIED SPEAKER: That is the president of the 
corporation. 


MR. POPE: And he was in the corporate return with 
respect to Wyda Corporation as an officer and a director of 
the company, and the other one was Mr. Leo Gray. And | 
think that this Committee had better address its mind to 
the withholding of this kind of information from the 
documents that we are getting. 


THE BICE-CHAIRMAN: Let's have some brief 
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discussion of the point and get back to Mr. Kruger's 
testimony. 


Mr. Bell, did you have something? 


_. .MR. BELL: Uell, | think if | may make a suggestion. 
Hs with the reasons for the deletion af anything that were 
contained in the IDEA documents, Committee members, you 
know that process. There was a formula, a test, which is on 
the record right at the outset of the IDEA people, and may | 
suggest something: the Committee may want to hear in 
some way from counsel to IDEA as for the reasons for the 
deletion of that part of schedule E in the context of the 
formula; and then once that is done the Committee may 
wish to, before it terminates its proceedings, to determine 
whether and to what extent additional information should 
be provided, rather than to -- | don't think Mr. Pope is 
intending that this matter be extensively dealt with right 
now. | think he wanted to raise it at the first opportunity, 
and | don't think | could add anything. 


THE HICE-CHAIRMAN: | don't think we want to get 
into this in depth now. I[ will entertain a brief comment 
from Mr. Wildman, one from Mr. Ward, and then we will 
move on. 


MA. WILDMAN: Mr. Chairman, as | indicated to you 
earlier, | did have a question, a matter that | wished to 
raise on a procedural matter. [t was in regard to this very 
matter that has been raised as a point of privilege by Mr. 
Pope. ffter reflection on the evidence that we heard last 
week | was very concerned that during extensive 
questioning with regard to what became known as the 
famous memo before this Committee, the memo by Mr. 
Logan in which he compared Wyda to the Cumberland Group. 
We were told a number of times before the Committee that 
that was just almost a random choice of two companies 
that happened to have policital connections and that, and 
showing a contrast between two different companies. At 
ne time did IDEA ever indicate that there was an 
connection between Cumberland and Wyda of the sort tha 
it became apparent when we had the in-camera session on 
Thursday night. In fact, | am very concerned about the 
evidence being provided to us by IDEA as not forthrightly, it 
appears, indicating that there was indeed a vey significant 
connection in terms of financial obligations and perhaps in 
terms of personnel. | understand there was a gentleman's 
name, a Mr. Greenberg, who apparently was, is an officer of 
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Cumberland group who was previously an officer of the 
ude. That is a significant connnection in my view; and it 
appears that perhaps the memo that was of such great 
concern to members of the Committee was not just a 
matter raised for contrast but in fact was, may have been a 
memo, an internal memo that was written because there 
was in fact a significant connection between Cumberland 
and Uyda. 


THE VICE-CHAIRMAN: Al right. : 


MA. WELDMAN: find | think that that should have 
been attested to by [DEA and the matter should have been 
dealt with by IDEA when they appeared before the 
Committee. 


THE VICE-CHAIRMAN: wipe [ want to hear from 
Mr. Ward and Fir. Bell, and then we have got to move along. 
We have an obligation to hear Mr. Kruger'’s testimony. 


MA. WARD: Just very briefly on the point of 
privilege, the one thing | want to alae you will recall when 
we first had our discussion on tab 5 the reference to the 
company name was deleted and there was some concern 
expressed at that time, and | think what Committee 
members have to bear in mind is that tab 5 and tab 1? were 
submitted at the same time and that the deletions were 
consistent. The Committee in its wisdom and discussion as 
ihe hearing proceeded revealed the name and the reference 
and | don't think the information was withheld from 
members of the Committee or was unknown to them after 
our discussion on Thursday night. And if it seems 
appropriate to include it, | don't see what the big deal is. 
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MA. BELL: Let's get something straight as a matter 
of record. Nothing was withheld in the context of what 
has been discussed this afternoon -- from this committee 
or tts counsel by (DER. Quite the contrary. The only thin 
that has happened is that in terms of the Puna tha 
were filed with this committee as part of its public record 
there were certain deletions. There is a formula for those 
deletions which we'll all find if we look to the beginning of 
IDEAR’s testimony. They have to do with economic, financial; 
in otherwords, don't let this company lose whatever 
competitive edge it has in the context of economic, 
technical secrets, et cetera. +S 


You'll all recall the discussions that we had as for 
hy the particular name was deleted in five and whether it 
met that formula and it turned out, as the IDEA people came 
back after they consulted with their counsel in the hall, 
that perhaps it didn't reach the formula. [ think if there is 
to be any comment, it is the comment of the fact that this 
matter was prepared with the tremendous assistance b 
IDEA and its fegal counsel in a very short period of time an 
{ don't want this record to indicate, as far as | am 
concerned, that IDEA has not been forthcoming. It has 
been forthcoming. The question is, in my view, ts what is 
the extent of the public record and that is another question 
for consideration. That is why | suggested that IDEA 
Corporation's counsel should be invited to address the 
committee, in written form or otherwise, as for how the 
matters that Mr. Pope raised in Schedule E came within the 
formula for private consideration if you will. 


MA. WILDMAN: Mr. Chairman, with respect to 
Council -- | don't want to sarangi this, but it is more than 
what Mr. Bell has just indicated. The fact is that while IDEA 
and the counsel for [DEA may, in fact, and | don't dispute 
that they were forthcoming -- ned provided us with a lot 
of material very quickly, but what they may have felt met 
the formula is not in dispute here. | don't think anyone on 
the committee is in any way suggesting that technical 
information or financial information that would hurt the 
competitiveness -- the company should be made public. 
That is not what we are suggesting. What we are 
concerned about, at least what | am concerned about, Is the 
way that Mr. Logan, particularty, characterized a memo 
which showed a connection between Cumberland Group and 
Wuda as simply a contrast when, in fact, it appears that it 
was a comparison, not a contrast, and that there was a 
relationship between the two companies, and at no time did 
he make that clear to us before the committee. 
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THE PICE-CHAIRMAN: OKay. Order, order. | am 
going to direct now that we return to the matter before us 
and the (The Hice-Chairman) 


witness before us. At such time as we are finished 
interviewing Mr. Kruger we will return to this item of 
business, but | think in fairness the committee should 
systematically address the matter that is before us. 


Now, Mr. Pee before all that, you were going to 
refer fo Tab |, Page 13, the letter fram Mr. Caplan to Mr. 
Dobzinski. 


MR. KRUGER: [ve certainty had plenty of time to 
review it. 


TRE UICE-CHRIRMAN: Thank you. Let's proceed 
from that point. 


MA. BELL: You'll have it memorized. 


Sir, can you tell the committee when the first time 
this fetter or its contents came to your attention? 


MA. KRUGER: Well, this is the first time | have seen 
the letter as of now. The contents, or presumably the 
contents of it, would have occurred on, | guess that was 
part of the Lorrie Goldstein (sic} column. 


MR. BELL: Did you have any discussions with either 
Mr. or Mrs. Caplan concerning that letter and its contents? 


MA. KRUGER: No, sir. As soon as it became evident 
that this would be before the Public Accounts Committee 
and a quasi-judicial setting such as this, | did not in any 
way discuss my evidence with anybody. 


MR. BELL: No, no. That wasn't the context -- even 
before this you mentioned, sir, that you read it, | think, on 
the [3th of June --- 

MR. KRUGER: Yes. 


MR. BELL: --- Mrs. Caplan resigned on the I6th. | 
guess my question was really, did you --- 


‘MA. KRUGER: | have not been in contact with Mrs. 
Caplan since June {3th. 
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MR. BELL: All right, that is fine. fis far as you know 
before the -- no, no, scratch that. One moment, Mr. 
Chairman. 


Just to complete, Mr. Kruger, a review of the 
documents that have been placed before the committee as 
emanating from your files, could you turn te Tab 4? This is 


MA. KRUGER: Yes, 


_ MR. BELL: find, sir, this is a document that was 
obtained by me from your files . The reason that that has 
been done ts as for the content, obviously, but particularly, 
the handwritten notes at the bottom of the page -- are you 
able to identify the author of those notes and whether 
specifically the three questions that were asked were 
answered as far as your office were concerned? 


MA. KRUGER: No, | don't know who wrote those 
notes. As far as we can determine, we probably obtained -- 
youll see itis a photostat -- it was probably obtained from 

IT! and as far as the questions -- | must admit I'm not 
totally au curant of what the answers to these questions 
might be even at this time. 


MR. BELL: All right. [| guess what | just want to 
have clarified for the record is -- | take it from your 
answers that your office wasn't involved in a specific effort 
to answer Geet three, any, or all of those three 
questions? 


MA. KRUGER: No. | was a part of the team that 
was coordinated by Mr. Carmen and that is the extent of 
the review | Peaiuiaiee to the Premier's statement but my 
concern was the winddown of this company in an orderly 
fashion. | 


MA. BELL: Are you able to make out, sir, the 
handwritten word immediately below the last paragraph? 
-- immediately below the date June the 30th? 


MR. KRUGER: Yes. One could say it is “polaris” . 
That doesn't mean anything to me or it could be *b". That 
could bea "b". | really have no idea. 


Since you have pointed this out to me, | have 
asked our staf eanolle they be able to help me and | just 
don't know. 
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MA. BELL: All right. The last document, sir, [tem 5, 
are you able to confirm that this is a memo by a member of 
vont statf after a telephone conference with Mr. Parikh on 
the date indicated at the top of the letter? 


MA. KRUGER: Yes, the signature is marked "Eric 
smith" who is the Chief of Staff in my office and this 
resulted from him receiving a call from Mr. Pat Parikh and 
he told me of the call so | told him to put in a memorandum 
to the file immediately saying who said what and what the 
results were. 


That is the memorandum you have in front of you. 


MR. BELL: Okay, thank you, sir. } 
| have no further questions at this time, Mr. 
Chairman. 
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Mr. Philip. 


MR. PHILIP: Mr. Kruger, you took charge of your 
office August the Ist in ‘85 and as | understand it from 
testimony you have given elsewhere or other information 
that we've received including our questioning you on ODC, 
there were approximately six corporations that, for 
uihatever reason, you decided to winddown or sell off -- 
can you tell us w 4 no statement was made about the 
winddown of the IDEA Corporation until February the 19th? 


MR. KRUGER: Oh, yes. The review took place and 
was not completed until around the middle of November. 
We then started writing the report. It was to go to Policy 
and Priorities. There was a lot of legislation going through. 
| was hopeful that we could get it before December. 1 am 
sure in some correspondence you must have, or perhaps in 
some minutes -- Mr. Macdonald was in a habit of reporting 
to his board the progress because | kept them informed as 
to what was going on. We did not get before the Policy and 
Priorities Board because of the legislation that was 
upcoming and also the fact that my document was seen bi 
MITT. It was seen by Management Board staff at the sta 
level and | wanted to make sure there was a general 
consensus as to what we were talking about because there 
were some very strong views held within the bureaucracy 
as to what should happen with IDEA. So, it did not get to 
the Policy and Priorities until the 23rd of January. So, it 
was sitting then. find then it did not get to Cabinet until the 
Sth. It was just a matter of process -- as simple as that. 


MA. PHILIP: Would it be safe to say that within at 
least the Cabinet's circles that it would be well known that 
[OEA Coporation was one of the six corporations that were 
being windeddown, or phased out, or closed, as the case 
may be? or sold? 

MR. KRUGER: | don't think that it might be widely 
known. It was certainly known to the Treasurer and to the 
Premier and it would certainly be known to Mrs. Caplin that 
it was being considered. 


MR. PHILIP: So, that it would be known to the 
Chairman of Management Board that this was --- 


MR. KRUGER: Yes. That this was one that | was 
looking at because | sometimes had phe meetings with the 
Chairman of Management Board and the Treasurer. 
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hiR. PHILIP: Can you appreciate that, as someone 
looking at it from the outside, that | would find it difficult 
to understand how a company that was winding down, that 
60 per cent of its funding would, or of the funds spent, 
would be spent in that winding down period as compared to 
40 per cent in the previous three years? Can you 
appreciate that looking at it from the outside that that 
might be difficult for one to understand? 


MA. KRUGER: Yes, that would be very difficult for 
one to understand and some conclusions could be drawn 
from that which | think without command of all the facts 
might not be quite correct. You see, when | first went 
there, there was within the pipeline -- there was some $I4 
million that was still of commitments yet to be made that 
were outstanding. That is $14 million that was out there. 
That was one thing. 


You had a new president, Mr. Blakeley. Mr. 
Blakeley is a deal maker. He brought in Mr. Logan and Mr. 
Cannon primarily to make up what was to be a plan, a 
business plan, and it was about the time that they came in 
that certain vice-presidents were released from the 
corporation. This was noted in the Provincial Auditor's 
Report and also it was noted in the Provincial Auditor's 
Report that there was some $14 million so | would think that 
rate (etl look at those figures and as we wound up Serene 
oe | million, a good part of that was already entraine 
in duly. 


MA. PHILIP: It was prageaea for Mr. Blakeley to 
go to you and say, "What am | going to do then? We don't 
Halle leis money to meet the commitments that are 

ere, too.’ 


MR. KRUGER: Well, Mr. Blakeley had enough money. 
He had $50 million sitting in a bank account -- $30 million as 
attested to in the audit report, another $20 million that 
flawed after March 3ist, so he had the money there. He 
was talking about another $31 million -- $15 million of which 
was to the Biomed fund and the board finally did not go 
along with that fund. He had $10 million in a middle field 
Investment which was a See a oD which they were trying 
to unioad and, in fact, when | first went there they were 
most hopeful that they would be able to divest themself of 
that fund and so that there was certainly enough cash 
within the at hab for him to do anything that would be 
necessary. The great difficulty was if the poate committed 
themselves to a Biomed fund, they would then be locked 
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into a considerable sum of money and they did 
the decision to do that. : SUSHORRO? TOKE 


MAR. PHILIP: | may want to come back to that 
when | find the exact statement by Blakeley in the Hansard. 
You mentioned that Management Board does not deal with 
the -- does not deal with the matter or with the approval 
of the monies that, in fact, would flow indirectly, or 
erat or whatever word you want to use -- to Wyda until 
after Mrs. Caplin resigns? --- 


@ 


MA. KRUGER: Yes, that would be in my report. 
MA. PHILIP: tn fact, that would be the day after 
MA. KRUGER: Yes. lt was June [?th that 


Management Board did that because that was the windup 
document --- 


or -= 


MR. PHILIP: find she resigns on the sixteenth? 


MR. KRUGER: Yes. 


MR. PHILIP: Would it not be fair to say that 
Management Board would be in a position to know that this 
was what, in fact, was coming down the tube, that in fact 
there were only certain corporations that were going to 
receive money in whatever form -- that IDEA Corporation 
was going to be closed down -- that there -- and that Wyda 
rae be one of those Corporations that would receive the 

unds? 


MR. KRUGER: | would not know how specifically 
that they would. In the process within the government you 
have a certain amount of money that is allocated to each of 
the ministries. It is Management Board that then reviews 
that and makes the determination as to what will go in 
each of the categories. MITT was responsible for IDEA. 
When Management Board looks af that in respect to a 
ministry they do not get into the individual details in a 
Crown corporation that is under the -- presumably under 
the control of MITT. They look at it in @ macro aah So, | 
don't know that anyone would know specifically and 
besides, the money for Wyda, which | have since discovered 
it wasn't done until March 6th, as the approvals by 
Management Board would have occurred at a time previous 
because they were in the budget of MITT, it was not until 
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muy report came forward that there would have been even 
any indirect indication of an ameunt of funds that was 
necesary in the investment account to see that this ran 
itself off in the partfolio. 


MA. PHILIP: So, let me get this correct. You are 
saying then that lower down in the scheme of decision 
making, Wyda's monies would have been proposed prior to 
ree bringing in the report that, in fact, says that IDEA 
-orporation is going to be closed down? t 

MA. KRUGER: No, no. What would have happened is 
when Management Board approved the budget of MITT, one 
of the things within that budget would have been the IDEA 
Corporation. No ane would have looked at any specific file 
and that would have been approved at the time of the 
budget. Now, once that that was approved and it went 
forward, | don't know of any way that anyone from 
Management Board would have known about that 
speci sta! unless they deliberately asked, "Lihat is the 
investment portfolio of IDEA?" 
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MR. PHILIP: Well, haw can YOu approve a budget 
for IDEA Corporation unless you know what fhe 
expenditures are going to be in ferms of what is being 
proposed and what is being contemplated as being 
approved? 


_ MR. KRUGER: When the IDEA Corporation was 
established, it was established on the basis that the 
government would flow certain sums of money to it over a 
period of time. People would be aware of the files that 
were in there after they completed their report. This is not 
a schedule | agency. This is a schedule 2 and that was one 
of the great problems that | found in my review of IDEA is 
that there wasn't the accountability. There wasn't the 
control and this was nothing new. 


MR. PHILIP: But, if one were projecting a budget 
based on the history of this corporation, wouldn't one have 
projected a lower budget then what, in fact, was included 
in bot hnal budget that would have included the Wyda 
monies? 


MA. KRUGER: { don't know, Mr. Philip, how that 
would have been. You may be right. | don't Know how it 
would have been. In the $31 million that was discussed, and 
[| think it is in one of the exhibits here, it was presupposed 
that Bio Med was going to get into an almost syndication 
type of arrangement which is going to $15 million plus. So, 
in the $30 million, there was the $14 million that was 
already in stream. Whether or not within that $14 million, 
as of March 3lst, 1985, Wyda was included, | don't know. | 
don't know how it could have been. Others were. 


MR. PHILIP: | just find it difficult to know how you 
can set a budget of that magnitude unless you have some 
idea of what is going to use up those monies and not look 
foolish at the end of that year. 


MR. KRUGER: Well, one of the things that MITT had 
continually asked IDEA to produce was a business plan and 
in that business plan they have sums of money that are 
identified. In that business plan they do not identify 
anywhere within it -- it is at a macro level at what will go 
into the various funds -- the research fund and so forth. 
They indicate that that -- they do not indicate what 
individual accounts would be. Now, within the files, and 
that would not be abnormal, within the files of IDEA, no 
doubt, they had some idea of how they made it up. 
Whether or not the question was asked whichis in a budget | 
process, | guess, a normal question -- all right, youve gota 
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sum of money there, how did you arrive at that money? I'm 
not aware that that was asked because it was only when 
Logan and Cannon came on board was a business plan 
actually produced. The business plan is here and there is 
nothing within that that indicates what the -- it does 
indicate what the increase in the various funds will be, but 
not what they will be. 

MR. PHILIP: | want to ask you one other couple of 
questions and that is, regarding the statement of Mrs. 
Caplin on June the [2th --- G 

MR. KRUGER: June [2th. 

MR. PHILIP: June [2th -- in the Legislature --- 


THE UICE-CHAIRMAN: Mr. Kruger, that is Tab -- just 
amoment. Is that Tab 10? No, I'm sorry --- 


MAABELE: thet: 


MR. PHILIP: i'm sorry. | should have put a tab 
number of it. 


MR. KRUGER: Tab A ?? 


THE UICE-PRESIDENT: No, it is here somewhere. A 8, 
Tab A, 8 A. 


MMA. KAUGER: | now have Tab fl 2. 
THE UICE-CHAIRMAN: Allright. No, pardon me. That 
is her second statement. We are still looking for the first 
one. 

MA. KRUGER: So, | presume that that is Tab A ?? 

_ MR. BELL: I'm eet | think -- I'm deus lt is Tab 

A ?. Sir, you have to turn fo page, and this is the Hansard 
reference, page I4i5. 

MR. KRUGER: Yes, | have it. 


MR. BELL: About half way down on the left-hand 
column is where --- 


MR. KRUGER: Right. 
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MA. BELL: Again, her comments. 


MR. PHILIP: If you read on page [415 of Hansard 
then, Mrs. Caplin says in speaking about Mr. Caplin: "He 
was retained to oversee the financing accounting 
Operations of the company. Wilf undertook to secure the 
secondary financing from the private sector and further 
that end he, as an excepted business practice, Wilf was 
referred to as the Vice-President of Finance. He was not an 
officer or director nor has he any beneficial interest in the 
company." 


Would you agree that the first sentence gives the 
indication or leaves one with the impression that there 
would be no interaction between Mr. Caplin and the IDEA 
Corporation? -- that he would only be involved in terms of 
Wyda with secondary financing from the private sector? 
iould you agree that that Is the implication of that 
statement? 


MR. KRUGER: | must bee your reference again. You 
went through it Hidage quickly there. | am looking at [415 
and I'm looking at the bottom, left-hand corner. 

MR. PHILIP: That is right. 


MR. KRUGER: And | am tooking at the second 
paragraph. 


MA. PHILIP: The first paragraph. 


MR. KRUGER: I'm looking at the first paragraph. 
Ves, I've read it and your question again, sir? 


MR. PHILIP: Would you not i Peptic Mil put itina 
different way. Would you not agree that, in fact, from the 
evidence that we now have that, in fact, Mr. Caplin had a 
role that was far more extensive than the role indicated by 
Mrs. Caplin in that first paragraph? 


MR. KRUGER: No, | wouldn't necessarily agree with 
that. | think that first statement -- | don't see that in 
particular conflict with the material that | found in the file 
and | can't find the tab but there was a tab and | remember 
seeing it within the file. There was something to the extent 
that it was going to get $2,000 and | did not see -- and | 
based that upon my experience in the private sector where 
| was involved quite extensively with people who were 
doing financing. Afterall, [I was in Traders Group and 
Canadian General Securities at a very senior level. One of 
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the ways that people would do it if they were retained ona 
retainer basis -- on @ fee for service -- it would not be 
unnatural that ney would just go ahead and just get a sum 
of money of a small amount. If pi Rect going to get into 
equity, which was the real thing, then ee would take a 
part af equity. Sometimes it was a combination. So, | don't 
see that. He undertook to attempt to secure secondary 
financing from the private sector. Well, I'd understood in 
some documents that | saw that that is exactly what it 
said. 

MA. PHILIP: But, would you not agree that he, in 
fact, did more than that for the company? That he had 
direct interaction with IDEA Corporation from the testimony 
that you've, no doubt, read before you came here today? 


MA. KRUGER: There was a time when he appeared 
to have had that but then that was, as | understand it, as of 
March 6th by Mr. St. Amant told me that Mr. Logan had 
indicated -- he had done no direct negotiations. However, | 
did see in the file he was listed as a officer. To me to be an 
officer means you've got some interaction in some way. 
Yet, it was not unnatural when people are forming 
companies -- the same as lawyers -- when you form a 
company, you may get a group of people to be the initial 
officers of the company just to set it up. 


MA. PHILIP: So, in addition then to being an 
officer, would you not agree that he also had face-to-face 
interaction in a consulting sort of capacity with IDEA 
Corporation? 


MA. KRUGER: Yes, | would agree that he certainty 
spoke with the people at IDEA at a lower level. There is no 
question about that. Whether or not he negotiated | think 
is a matter of the evidence. 
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MR. PHILIP: Would you not agree that in making 
the statement that "Wilf undertook to attempt secure 
secondary financing from the private sector," and then in 
the following sentence it is the following: ". . . that it 
implies that that was his sole function and that in fact 
there was no direct interaction with IDEA Corporation and 
therefore the statement is either inadvertently or 
deliberately misleading." 


MA. WARD: That is not the company's statement on 
fourteen-sixteen. You can't take it out of context like that. 


. MR. KRUGER: Should | refer to fourteen-sixteen, 
Mr. Chairman. Perhaps you could help me. 


THE DICE-CHAIRMAN: By all means. 
MR. KRUGER: All right. 


THE WICE-CHAIRMAN: Mr. Philip, you have about a 
minute left. 


MR. PHILIP: Can you tell us anything about -- on 
the June 16th statement --- 


MA. KRUGER: Yes. 


MA. PHILIP: --- Mrs. Caplan states that, "The 
Premier, Mr. Peterson, has recommended to my husband 
that he AU ee sever his relationship with Wyda." He 
was told to completely sever or to at least sever prior to 
this, but we won't go into that ever again. Were you part of 
the advice or dobtt of the decision making that led up to 
perhaps the Premier advising Mr. Caplan that finally now he 
should sever his relationship with Wyda? 


mR. KRUGER: No | was not. 


MA. PHILIP: find were HOU in any way or would 

ou in any way have had any contact with the advice that 

had been given to him previously to "sever his relationship 
with Wyda'? 


MR. KRUGER: No. | have no Siena of that. My 
only contact on the question of conflict of interest was 
bringing to the attention of Mr. Webster at one point that 
he was involved with a file or something at that time as | 
have already today testified. 
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MA. PHILIP: From your knowledge of the --- 
THE VICE-CHAIRMAN: Your time has expired. 
MR. PHILIP: One last question. 

THE UICE-CHAIRMAN: One last question. 


MA. PHILIP: From your knowledge of the conflict 
jof interest guidelines Brought down By Mr. Peterson, 
would you agree that in the light of thase guidelines as 
they presently exist and from your knowledge of them, that 
it would make some sense, the advice that Mr. Peterson 
recommended to Mr. Caplan, that he completely sever his 
relationship with Wyda? 


MA. KRUGER: You have the advantage of me, Mr. 
Philip. | have never seen those guidelines by Mr. Peterson. 


The guidelines | have seen is when | was at Metro 
where | brought in, just before | left, a series of code of 
conduct for Metropolitan staff, and | was very familiar with 
the difficulties in the Municipality of Metropolitan Toronto 
Act and the other acts dealing with conflict of interest. 


MA. PHILIP: Okay, thank you. 


THE DICE-CHAIRMAN: Mr. Philip, if you have any 
more questions you will have to go back on the list. 


Mr. Pope. 


MR. POPE: Thank you. Mr. Kruger, you indicated, | 
think earlier, that you didn't know anything about the 
Wyda/Caplan connection, Wyda specifically, until the matter 
was raised in the House. 


MA. KAUGER: Yes. That doesn't mean to say | 
should not have. 


_ MR. POPE: I just want to refer you to the 
transcript of Mr. Carmen's ey and | have marked it 
in ink, for you to have a look at, on both pages. It is June 
the 25th, 1986 and at page 30 and 31. And itis the morning 
sitting, June 25th. 


MA. KRUGER: Yes, | have read that. 


_. MB. POPE: Mr. Carmen appears to say, and | don't 
think | am misquoting him, that there was a discussion 
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about this problem in the context of Mr. Blakeley's 
arrangement with the Government. 


MA. KRUGER: Yes. Perhaps | can be of same help to 
you, Mr. Pope. It was normal for me to review the status 
of the various matters | was looking into, generally with 
the Deputy Treasurer, the Secretary of the Management 
Board and Mr. Carmen. Sometimes | did it together; 
sometimes | did it individually. 


| recall anything that was likely to come up at 
some point in time in Cabinet in a document or anything of 
that type, it was mu custom to alert Mr. Carmen, because | 
normally do not attend Cabinet meetings unless there is 
same specific reason. find so what | had done on that 
occasion -- and this would have been after April the 7th, 
and | can't, | would have no idea. | was talking about the 
arrangements regarding Mr. Blakeley and Mr. Macdonald 
and it was more or less -- and | think Mr. Gillies put it as | 
read very well in there. Mr. Gillies -- it says there, "By the 
way, di you know that Wilf Caplan is representing this 


Se | think it was more or less a remark like that 
and | didn't a "this company” because | didn't even know 
Ulyda at the time. | said, "He has been involved in a 


company that was doing business with (DEA; | have looked 
into it; there is no political connection; you may hear about 
it in the financial community, because this was not 
unknown in the financial community, | can tell you, because 
| have heard it from a couple of people.” And it was done in 
that context. It was more in the way of just giving him 
information that | was aware of it; that | had looked in -- 
that there was no political influence. As a civil servant | 
was concerned about that. 


MR. POPE: So you had heard from the financial 
community from a variety of sources in the spring of this 
year that Mr. Caplan was involved with some application? 


MR. KRUGER: No. I! had heard first on this 
application, | had heard that first from the people within 
IDEA themselves, the staff. But | had heard that Mr. 
Blakeley, in conversation with some people within the 
financial community, had mentioned it. ' So it was in that 
context. It was just an "oh, by the way. 


MR. POPE: Could you tell me, you put together a 
project team review idea? 
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MA. KRUGER: Yes. 


MR. POPE: Did you itemize in that review which 
you forwarded to Cabinet, | take it? 


MR. KRUGER: Yes, 


MA. POPE: ilas that forwarded, by the way, to 
Management Board and Cabinet? 


MR. KRUGER: No. That went Policy, Priorities to 
Cabinet. t 


MA. POPE: And who are the members of the Policy 
and Priorities Board of Cabinet? 


MA. KRUGER: Well, the ey and Priorities Board, 
there is the Premier; there is Mr. Scott. 


MR. POPE: Is hrs. Caplan on that Board? 
MA. KRUGER: Yes. 


MA. POPE: OKay. hen was your review 
forwarded? 


MA. KRUGER: Te Policy and Priorities? 

MR. POPE: Yes. 

MA. KAUGER: They didn't get it until January 23rd. 

MR. POPE: ‘86? 

MR. KRUGER: ‘86. However, the data within it 
related, as of October 31st when | completed the report, it 
was a matter of processing it through the various 
committees. 


MA. POPE: So you completed your report October 
3ist and it was going through various committees of --- 


MR. KRUGER: | completed my report in the middle 
of November. But the reference to the files, and that was 
in the investment portfolio of IDEA, was as at October 31st. 


ME. POPE: Was there any review by your project 
team of outstanding applications? 


MA. KRUGER: No. | concentrated on the review of 
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those that were already in the files. You see, there was a 

lot of sensitivity, and when you do this type of work you 

have got to be very careful about morale as best you can. 
Hi the files that were in process might well be turned 
own. 


| generally in a case like this, | was looking at the 
Strategic position of where IDEA should be. M 
concentration was not an audit. | had looked at about -- 
normally try to look in cases like this between 10 and 20 per - 
cent of the files, and that is what | did; and the files that’ | 
looked at in some detail eae to get a sense of the 
internal management control. hat was the processing 
like? hat type of reviews did they do? What was the 
ee aie forces within IDEA as opposed to the deal 
makers and those that were concerned about looking at the 
credit; in other words, looking at it from a corporate level. 
- find there some eight files | looked at. 
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MR. POPE: The review team had included a- 
representative of the Management Board? 


MR. KRUGER: No, there was -- it was mostl 
through the MITT. However, it was discussed wit 
Management Board, Mr. Sloan, as to progress from time to 
time, but they were not a part of the team. 


| hesitated a little there because Mr. Simpson, who 
has become the Associate Secretary, resigned m roup, 
and he has since become -- but he merely participated with 
the entire group as to what was going on in IDEA, but he 
was not a part of the team. : 


MA. POPE: Who represented MITT? 


MA. KRUGER: Oh, within MITT, as far as 
representing them, the discussions | held were with Peter 
Barnes, and there were a lot of files from Peter Barnes 
that were in there which dated back to 1984, at the time 
Mr. Miller was in that portfolio. There was Mr. MacDonnell, 
who was the Deputy at that time; there was finne 
Whelan-Griffin; there was Mr. Gervin, who was the 
Assistant Deputy of that Ministry. | had discussed the file 
also with certain people in Treasury; they contributed to the 
file. Sometimes it was matter of review, and other times it 
was a matter of getting people together in groups. 


Of the other ones, there were a couple of 
executive assistants, | know, who came in from time to 
time to contribute towards the review. There were a lot of 
people involved. | 


_ MAR. POPE: You would be aware, from advice or 
reading of transcripts, that Mr. Barnes and his ihe 
participation in these two applications has been noted? 


MR. KRUGER: In which two applications? 


MA. POPE: Both in the Cumberland Group and in 
Wyda. 


MR. KRUGER: Well, the Cumberland Group | know 
nothing about. Wyda -- that might be. | certainly did not 
pick that up from the transcripts. I've glanced through the 
transcripts. 


| MR. POPE: that happened with the IDEA 
Corporation Minutes? Were they sent to you? 
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MR. KRUGER: No. Any Minutes | got, | asked for. 
And when samething came up -- for example, | gat the 
Minutes of the March 6th after that problem that was 
there. Most of the Minutes | had to have because the 
Status of certain staff members was recorded in the 
Minutes as to whether or not they were actually employees 
or if they were on contract. That was my main motivation. 


MR. POPE: So you didn't get all of the Minutes; 
that’s what you're saying. 


MA. KRUGER: No, no. 
MR. POPE: Okay. Do you know who did? 


MA. KRUGER: | would think the Members of the 
Board got all of the Minutes. 


MR. POPE: Would anyone else in government? 


MR. KRUGER: If anyone else did, it might have been 

a request. Foe oate in the wind-down period, | imagine 

the Minutes would have been available to MITT. Prior to 

rae | don't think anyone in government would have had 
em. 


MA. POPE: What was the approval process, as you 
understand it, for IDEA's grants or participations or 
investments? 


MR. KRUGER: Well, there was -- this was one of 
the great problems -- there was no reference back to the 
government or any Ministry as to what was going on with 
regard to any investment. They were given a sum of 
money, and within that they operated at arm's length 
completely. . 


Their process internally -- and this was one of the 
problems, | found -- the people who worked on the files 
would go out, and they concentrated first on technology; 
was the technology ang el Then they'd concentrate on 
the marketing. dive of the great problems, | found, was 
that there was not then the review done, because my 
experience in the private sector is, you're not ree giving 
money, but the people are one of the most important things 
in this business, and you've got to have a track record on 
them; you've got to know if t ey've ever been bankrupt, or 

ou've got to Know their history and things of this type. So 
Hinot surprised that in the files there were no applications. 
So the credit side of it concerned me. 
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However, after that was done, it was normal for 
them, about a week or so prior to a Board meeting, to 
consult with Mr. Macdonald, the peaple who were gong to 
make the presentation. Presumably, when Mr. Blakeley -- 
and Mr. Blakeley -- most of the acceleration that went on 
in IDEA occurred after Mr. Blakeley came on board, and that 
would have been, | guess, in April, May, June, and then he 
really started to clean up these files. 


After they'd discussed it with Mr. Blakeley and Mr. 
Macdonald, it would go to the Board and there would be a 
presentation, a sound and light presentation, and then the 
Board would make some decision. In advance, they would 
have a document that details it, and | did not see the Ae 
document until just recently, and | asked to see it, and Mr. 
ies | think, made it up, and it was @ very glowing 
report. 


MR. POPE: Were you part of the transition team? 
MR. KRUGER: No. I'm a civil servant. 


MA. POPE: Have you produced today all the 
documents in your pessession with respect to this matter? 


MA. KRUGER: Yes. Well, I've got about 30 files, and 
counsel fas been through those files. 1! felt sorry for 
counsel, peut to go through them, but anything that 
counsel wanted, he got. 


MR. POPE: All right. 


MR. KRUGER: The only understanding we had is that 
Cabinet documents -- as a Civil servant, | think there's a 
duty upon me to make sure that no precedents are created, 
ane $0 forth, and we discussed that. lhatever he wanted, 

e got. 


_ MR. POPE: Can you consider providing me 
something I'd like? 


MR. KRUGER: It depends on what it is. 


MR. POPE: The report of Mr. Doyle on the IDEA 
Corporation. 


MR. KRUGER: No, | can't provide that to you. | do 
remember seeing that document. You know, it is out of 
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significance with people. Mr. Boyle's document, as | 
remember -- it came to me from someone, | guess, from 
the Premier's Office; | can't remember when. “| did meet 
with Mr. Doyle, and | did meet with another gentleman with 
Mr. Boyle. There was a two-page summary, and | 
remember there were about eight pages or something, and 
it was in a green folder. That's as muchas | remember, and 
It was not an earth-shattering document, as | recall. It had 
he influence upon what we Were discussing in IDEA. And 
wherever that document is now, | sent it back to the 
Premier's Office. F 


MR. POPE: Can you -- well, as far as you're aware, 
it went back to the Premier's Office. 


MA. KRUGER: Yes, somewhere there. 

MR. POPE: Okay. 

MA. KRUGER: find, incidentally, it was just a report 
nf someone, as | understood from mu conversations with 
Mr. Doyle when he came in; he'd done it in a couple of days 
or something. 

MRA. POPE: Yes. 


MRA. KRUGER: It did not influence me, Mr. Pope, in 
my judgements, | can assure you. 


MRA. POPE: All right. Now, P4. 
~ MR. KRUGER: P4. 


MR. POPE: P4. That's right. You don't know who's 
writing this is? 


mR. KRUGER: No, | have no idea. 
MR. POPE: But this was in your possession. 


MR. KRUGER: Yes. | believe that | would have 
obtained it -- as tue see, it's a photostat -- | would have 
obtained it probably from MITT, but | can't --- 


MR. POPE: You realize the significance of that 
word as Polaris? 


MR. KRUGER: The significance --- 
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MR. POPE: You don't know about Polaris? 
MR. KRUGER: No. What is Polaris? 


MR. POLSINELLI: [t's a program to organize the 
Registry Office. 


MR. POPE: No, it happens to be a company 
involving Mr. Swartz and Mr. Graham. | 


MR. KRUGER: Oh. No, I've never heard of it. 


MRA. POPE: And you never ask questions arising out 
of these notes? 


MA. KARUGER: No, | was more interested in what 
the member had said, and | was not interested in the notes. 
As a matter of fact, this was in the file of someone else in 
my office, and | just don't remember. What | had was the 
clean copy of the news release. But | don't know --- 


MA. POPE: Can you advise us in a letter as to -- | 
don't want to take too much of your time; | know you're 
busy. Could you advise us in a letter as to --- 


MA. KAUGER: Where | got it from? 


MA. POPE: --- having consulted with the person 
Whose file it was, and can you find out whose writing that 
is? 


MR. KRUGER: If he's able to tell me. As a matter of 
fact, what happened, with counsel -- | think counsel found 
it in his file, and he was right there. So counsel went right 
in immediately and said, "What's this?" And it looked to me 
as though it could have been Polaris; it could have been 
something else. He didn't know. 


He didn't know at that time, but certainly, Mr. 
Pope, I'l go back and ask him seb and ll give you 
something in writing if we can find if. 

MR. POPE: Thank you. 


MA. KAUGER: No problem. 
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THE VICE-CHAIRMAN: Thank you, Mr. Pope. | 
Mr. Wildman? 
MR. WILDMAN: Thank you, Mr. Chairman. 


Mr. Kruger, I'd like you to refer to the transcript of 
the proceedings of the Committee dated July 2nd, the 
morning sitting. | don't know whether you have that. 


MR. BELL: What page? 

MR. WILBDMAN: 1105, P1105-2. e 
MR. KRUGER: What page, sir? 

MA. WILDMAN: P1105-2. 

MR. KRUGER: Yes, | have that. That's labelled 41. 


MA. WILDMAN: Right. There Mr. Macdonald from 
IDEA Corporation was testifying before the Committee, and 
he was pane with the meeting at which you were in 
attendance of the Board in which you indicated the future 
as you had recommended for the Corporation. 


MR. KRUGER: Yes. 


MA. WILDMAN: That it would, in fact, be wound 
dou'n. 


MR. KRUGER: Right. 


MA. WILDMAN: You'll note that in Mr. Macdonald's 
statement he is -- | don't know whether he’s quoting or 
paraphrasin our comments when he says that you 
indicated, " HaiTsinees as usual. We want you to complete 
those transactions that are in the pipeline,” and "that we 
should carry on in a regular manner.” 


MA. KRUGER: Yes. 


MR. WILDMAN: What | want to ask youis: If your 
decision or recommendation was that the corporation be 
wound down, why is it you would give that advice to the 
Board of Directors, particularly as it would relate to 
applications that had not been approved by the Board, but 
were being dealt with at the staff level at the time you 
made your decision? 


49 July 7, 1986 


MR. KRUGER: Well, the reason is very simple, Mr. 
liiidman. This was not a bankruptcy; we were not getting 
out of the business. If it was a bankruptcy and you give a 
wind-down, you cut everything off right then and there. 
This was not the case. The government is staying in the 
business of pre-venture capital. As the Treasurer said in his 
statement of October 24th, a new entity would take its 
place. That a is going to be under the control of ODC. 
[t make absolutely no sense for anything that was alread 
in process to be suddenly cut off. In a bankruptcy, I 
agree with you, sir. That's exactly what you'd do in a 
wind-down. This was not a wind-down in the sense of a 
bankruptcy; it was a wind-down and then a wind-up, and 
that wind-up is going to be through Innovations Ontario, 
which is going to be under the control and the direction of 
the OOC Board and reconstructed. 


so it's for that reason that, when they asked, | 
Said, "Well, you would carry on anything that's in process. 
Youve got the money; the money is there in the cash flow. 
You Would carry on and doit." But there would probably be 
different standards. 


And you must remember, at this point in time, MITT 
has not made up its mind precisely just what this new 
entity would be. 


MR. WILDMAN: Okay. 1! understand what you're 
saying, but at the time you've indicated there’s going to be 
a wind-down, | could certainly understand why there would 
be business as usual within terms of administering the 
portfolio, the investment portfolio. But it does seem rather 
strange to me why a corporation that is going to be wound 
down would have open to it the possibility of making this 
one and another, | guess, that were the biggest 
investments it had made. 


MR. KRUGER: Well, at that time | was not aware -- 
and { tried as best | could to make sure that this as a 
corporate entity would be @ properly constituted corporate 
entity as of June 30th. They had certain commitments out 
there. some of them were contractual; certain 
commitments that were given by members of the staff to 
process. And as we were not getting out of the business of 
pre-venture capital, and | was unaware as to what the 
Standards that MITT might come up with at that time, it 
seemed to make no sense that they should stop that. 


My real concern, quite apart from that, were the 
people. find my concern with the people was to try and 
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attract some of these people to come to the Ministry and 
become involved in it. But they were so very strong -- and 
you may have gotten some indication from Mr. Logan and 
Mr. Cannon -- that these people really do not want to be 
any part of government, period. They see themselves as 
ec separate, and | was finding difficulty with that. 
And they had already made commitments, so that was the 
reason. 


MR. WILDMAN: You said earlier that Mr. Cannon, 
who appeared before this Committee, specifically asked 
you if there was to be political interference. 


MR. KRUGER: That's right. 


MR. WILDMAN: Do you understand what he meant 
by political interference? Did you understand that to be 
involvement of a politician or someone representing 
someone at the political level? 


MR. KRUGER: No, that's not the context. You see, 
when | first went down there, there was a predisposition in 
the minds of the people in IDEA because they had been 
subject to very bad press over a couple of years, and some 
of the previous Ministers who had been there from the 
previous government had been very strong in their criticism 
of IDEA. 


So the question was framed in the reference that 
now that there's a new government that had said when 
they were in opposition that IDEA was no good and IDEA has 

ot to go out, the question to me by Mr. Cannon was: “Was 
that the reason that this decision was made? Was it a 
political decision that our fate was predetermined before 
we even started?" And | said, "As far as I'm concerned, it 
was not." Because | went in as a businessman to take a 
look at this and as a public administrator to determine what 
was the best course of action for the government. And one 
of the first things | had to determine in that is: Was the 
overnment going to stay in pre-venture capital? Because 
'd known if they didn'f stay in there, that would be a 
mistake. 


MR. WILDMAN: At that nee De you indicated to 
the Board, as | understand it, that any further applications 
to be approved would have to be referred to the Ministry. 
Is that correct? 
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MA. KRUGER: ang new ones that were not being 
processed would have to be referred to the Ministry; that's 
right. 


MRA. WILDMAN: And at the time, did you in any wat 
review those that were not yet part of the investmen 
portfolio, but were “in process" of being approved? 


MR. KRUGER: No, | did not review them. The 
decision was made, and from that point in time on, my 
concern was to get an orderly wind-down of the 
corporation. It was the concern of MITT to become familiar 
with the files, to see the type of staff that they would need 
wy tl those files, and that was their responsibility 
clearly. 


MRA. WILDMAN: Again, though, when you're end 
about a wind-down, and you've told them that they shoul 
continue business as usual because the government is 
staying in venture capital, did you anticipate that they 
would, in fact, be increasing and making Gunns larger than 
they ever had before in this period? Not grants; 
investments. Sorry. 


MRA. KRUGER: The quantum was not of as great a 
concern to me as it was in the total amount of the money, 
and the money was -- there was $14 million in March 19 
that was in process, and we finally had it at $17.1. The fact 
that it's $2 million -- to me, when | looked at the company, 
| have as much respect for $100,000 as | hawe for $1 
million, and when oe doing a management review of 
something, that's what you look at. You look at the control 
of it. The fact that it was $2 million -- they had Middlefield, 
and that was $10 million, a ng they shouldn't have been 
in. | was more concerned about them getting out of that. 
ane that's obviously one that we're going to have to run 
out. 
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MR. WILDMAN: Two other questions or areas. | 


One: tn relation to your -- you said you were 
raat to encourage members of the management 
team at IDEA to stay on. | understand that subsequent to 
the June 30th, Mr. Logan and Mr. Cannon, and | quess Mr. 
Maruzzo as well have in fact signed contracts, short-term 
contracts with ODC to assist in the change-over. 


MR. KRUGER: Well, Mr. Logan and Mr. Cannon -- it's 
a two-week period. 


MR. WILDMAN: Yes, right. ‘ 


MR. KRUGER: Mr. Maruzzo -- he's discussin 
matters with ODC, but whether or not they come to a fina 
agreement | think is open. Actually, the control now of it 
util be under the ODC Board, and the staff of MITT will --- 


MA. WILDMAN: Is it your view, or was it your view, 
that the staff of ODC and MITT, | suppose, as well, did not 
have the expertise to HARE this portfolio and continue in 
the venture capital business? 


MRA. KRUGER: Mr. Wildman, that was a concern of 
mine. It was a concern of mine that -- and this is the 
balance of what | tried to do. | started off with the idea 
that this should really be a Schedule 2 agency. That's what 
[ started from. But then when | saw the internal conditions 
and | read all of the files and | took a look at what they 
were doing, | knew several things. There had to be a 
memorandum of understanding drawn between the Ministr 
and the new IDEA, if you will. That memorandum o 
understanding would have to be wery, very precise as to 
what they could do. We couldn't afford to have them do 
some of fhe things that the Provincial Auditor pointed out 
within his report. That's silly. You don’t do things like that 
in the public sector. So that was one thing we'd have to 
have. 


Secondly, we'd have to have very clear lines of 
accountability as between MITT and the new IDEA. 


find the further | looked into these things and 
described els that was necessary, the more | 
realized | was describing a Schedule 1 agency. 


My difficulty with a Schedule 1 agency ~~ and 
there was a body of opinion within the bureaucracy that 
said it should SHeaih be within MITT as a department of MITT, 
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and | fought against that successfully. 


The compromise that was worked out was ODOC, 
because when | was first ee this, ODBC had a certain 
orientation which | did not particularly think would be a 
good thing to place this IDEA portfolio under, and | believed 
here had to be a new entity to take its place. 

So the compromise became ODC, which is Schedule 
1, but an agency under the ODC, so that under ODC you could 
have a supermarket, if you will, of grants, loans, equit 
investments, or whatever it is. So that wherever the OD 
offices are, if it happened to be pre-venture capital, it 
could be referred to the pre-venture capital arm, which will 
be Innovation Ontario. 


MR. WILDMAN: The other issue | want to ask about 
is your involvement in the investigative team that the 
Premier put together after this came out in the House. 


MR. KRUGER: Yes. 


MA. WILDMAN: And your assistance in the 
preparation of the statement that was read by the Premier. 


MA. KRUGER: Yes. 


MA. WILDMAN: fim | to understand that you had 
released this issue of Mr. Caplan's involuement with Mr. 
Webster previous to it coming out in the House? 


MR. KRUGER: Yes. It was just a question of Mr. 
Webster that | had found out this information, and was he 
aware of it. He indicated he was aware of it. He said there 
was no conflict, and | was not looking at conflict of 
interest. | didn't even know what --- 


_ MAR. WILDMAN: find your only involvement in the 
investigative team was because you had been reviewing 
IDEA; is that correct? 


MR. KRUGER: Oh, | contributed certain things to 
that statement. One of the things | made sure, havin 
looked at the file, is that, on page 6 of the statement, tha 
at the time of application and approval of the Wyda 
proposal, Mr. Caplan was listed by Uyda as the financial 
consultant and given the title of vice-president, and | had 
seen that within the file. And | made sure that was stated, 
because | wanted this to be, if | had any involvement in it, 
as accurate as my information and knowledge could make 
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MR. WILDMAN: find you didn't -- you yourself in 
part of the discussions that went into the preparation of 
that statement didn't see that as a possible conflict? 


MR. KRUGER: | was not feple for conflicts; | was 
looking for statements of fact. We had Mr. Wright there in 
that team, and | do recall seeing a letter that had indicated 
there was $2,000 that Mr. Caplan had received, and Mr. 
Wright had indicated, right within the ener yes, it did not 
constitute a conflict of interest. And that satisfied me; he 
should know. Never argue with solicitors. i 


MR. WILDMAN: | do it all the time. At the same 
time, there was a meeting of the Management Board on 
June f?th which approved additional monies. 


MR. KRUGER: Yes. That was the final wind-down 
document. 


MA. WILDMAN: Now, to have those two things 
happening at the same time -- wouldn't it have made sense 
to put some hald on the one when the other was occurring? 


MA. KRUGER: No. As of June 30th, there wasn't 
going to be an IDEA Corporation. As of June 30th, all of the 
monies had to pass. It was a technical thing that just had 
to be done. This was the last date that | could get on 
Management Board and get the process through the Cabinet 
before the June 30th wind-down. It is normal to have a 
final wind-up letter, and within that report there was the 
definition of what each of the individuals would be 
receiving with regard to severances. So that's a very 
important --- 


THE VICE-CHAIRMAN: Mr. Wildman, you have about 
one minute. 


MA. WILDMAN: Okay. I'll just finish off one other 
question. 


Since part of the monies that were approved by 
Management Board were related to the investment in 
Wyda, was that matter raised, because of the controversy, 
during the discussion that lead to the approval of the 
monies? 


MR. KRUGER: Mr. Wildman, I've already --- 
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MA. WILDMAN: You've said that it was a global 
amount and that there was not discussion. Surely --- 


MA. KRUGER: | said something else, with respect, 
Mr. Wildman. [| said when | saw that going through, and | 
got in touch with the secretary of Management Board to 
indicate that there was a schedule, there was an amount of 
$17.1, no one would know what was in it, but it has 
everything to do with the investments and there could be 
an indirect association, and | said, "Make sure you inform 
the Minister, Mrs. Caplan, that that was the case." As it so 
happens, when that was dealt with, it was dealt with, and 
the Chairman of the Management Board was the Treasurer. 


MR. WILDMAN: Because Mrs. Caplan had resigned. 
MR. KRUGER: That's right. 
MR. WILDMAN: But then --- 


MR. KRUGER: But | would have made it my duty to 
inform Mrs. Caplan myself if she had still been there. 


MA. WILDMAN: Okay. 
MR. KRUGER: Then she could do what she wanted. 


MA. WILDMAN: As far as you know, then, your 
advice to inform the Management Board of the involvement 
of Mr. Caplan was followed, even though it was no longer 
Mrs. Caplan who was the Minister. 


MR. KRUGER: No. | know a little bit more than 
that, because the secretary of the Management Board -- 
when | followed up with the secretary, [ said, " Did you 
inform Mrs. Caplan?" He said, "So much is going on, let's 
wait until the thing gets towards Management Board, and 
il tell her at that time." fnd, to the best of my knowledge, 
she was never informed. 


MA. WILDMAN: Was the new Minister, was the 
Treasurer informed? 


MA. KRUGER: | imagine so. | don't know. | wasn't 
at the meeting. 


MA. WILDMAN: Well, of course. But as far as you 
Know, when the monies were approved, the people 
approving them would have known that it involved Wyda, 
and Wyda involved Mr. Caplan. 
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MA. KRUGER: | can't speak with any definition to 
fhe would have to ask the Secretary of the Management 
ard. 


MR. WILDMAN: Thank you. 


THE WICE-CHAIRMAN: Members of the Committee, 
we had a while ag wondered if we might finish questioning 
Mr. Kruger at 6:30. We now have three more members wit 
questions. Each has one. Let's try for it, and if we have to 
go a few minutes beyond 6:30, do we have unanimous 
consent? : 


(Agreed) 
Mr. Ward. 
MR. WARD: Just quickly, Mr. Chairman. 


To Mr. Kruger: In reference to P4, the copy of the 
news release and the mysterious notes that are attached 
thereto, do you know at what time you received a copy of 
that? | assume it was sometime between June the 10th 
and June the 16th. fre these part of the documents that 
were available in your team discussion? 


MAR. KRUGER: No, this wouldn't have been in our 
team discussions. All the team was gone. There wouldn't 
have been any discussion. You see, the report of June 1?th 
was completed well before that time. 


MR. WARD: So you don't know what date you 
received a copy of this? 


MR. KRUGER: No, | would imagine it would have 
been quite some time after that. Otherwise, if it was 
thought to be significant, it would have been brought to my 
attention. 


MR. WARD: The only reason | make the point ts that 
the notes attached to the bottom seem to refer specifically 
to the questions that Mr. Gillies raised on June the 12th in 
all of those issues that were read. 

MR. KRUGER: Yes. So it would have occurred after 
that time. 


MR. WARD: | don't have any other questions. 


o 
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THE VICE-CHAIRMAN: Thank you, Mr. Ward. 
Mr. Pope. 


MR. POPE: Yes, | have just one question. Was 
there any tale Board approvals before June I?th 
with respect to IDEA Corporation? 


MA. KRUGER: Yes, there was one that dealt with a 
severance. I've already testified to that. 


MR. POPE: Yes. 


MA. KRUGER: There was an initial one that went 
forward talking about some money that would be needed to 
run [DEA for the winddown period -- this is after the I9th, 
from the 19th through to the 30th but it did not deal with 
investments. It dealt with the normal monies for 
severances -- for administrative purposes. 


a MR. POPE: find do you recall when that was dealt 
with? 


MA. KRUGER: Off hand, no. It would have been up 
to the I9th. 


MA. POPE: Did that document list outstanding 
projects for --- 


MA. KRUGER: No, no, no. 


MA. POPE: You've reviewed that document 
yourself? 


MR.KRUGER: Yes, | signed it. 
MR. POPE: You signed it? 


MR. KRUGER: Yes. | signed it. It became a Cabinet 
document. 


THE UICE-CHARIRMAN: Thank you, Mr. Pope. 
Mr. Philip. 


MR. PHILIP: Would you agree from the comments 
that yey have made in response to Mr. Wildman's questions 
that the problems of the IDEA Corporation was more than 
just accountability to government but it was also that bad 
decisions were being made or inappropriate decisions were 
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being made at various times by the IDEA Corporation? 


MR. KRUGER: There was a marked improvement 
when Cannon and Logan came on board. | must tell you 
from the little that | did see of that -- but | saw very little 
of that but some of the decisions that were made prior to 
that time were not good decisions and |'m talking about 
1984. I'm talking about the period particularly in that time 
because you must remember certain vice-presidents were 
released from that corporation and so was the president 
released from the corporation. ' 


MR. PHILIP: Would you agree that there was a 
problem with the board? 


MRA. KRUGER: With the board? 
MR. PHILIP: Yes. 


MRA. KRUGER: Yes, the board -- I've dealt with a lot 
of boards and this seemed to be a board that seemed to be 
very concerned about the investments that were being 
made; they were a dedicated board. [{ think that with the 
information that they had before them, | think, from my 
observations, they seemed to be making the best decisions 
that they could. If you could criticize the board as one 
could atiniee any board after the fact, is why was there 
not a review of some of the procedures internally? 


Why didn't some member of the board ask for 
that? Why didn't some member of the board just ask a very 
simple question? Did you do a review of this individual: 
Did you do a review of the companies? Do you know what 
companies ney are involved in still? Have you done such a 
thing as look at their resume? 


Now, that normally a board would not get involved 

in. You would expect that your Chairman of the Baord and 
our president would do that. So | have a lot of ea 
far this board. 1! think they were a ‘ete concerned boar 
and | think they were very dedicated. They were certainly 
very strong, that there was no way that when this thing 
was wound down or anything to do with pre-venture 
capital they made the point to me very clearly that the 
ade cniniaitt had to stay in pre-venture and they were shag 
strongly for that. It meant employment. It meant jobs. | 
meant all of those things and | Sfaeek with that. And the 
other thing that they were very strong on Is: you could not 
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have it as a department within the Ministry. 


MR. PHILIP: Okay. Notwithstanding the fact that 
what we are locking at is really a snapshot or @ very short 
picture in the life of a board -- a series of decisions -- 
would you not agree that just looking at that snapshot that 
it woufd appear that the board was less than deligent in, 
one, not having questioned and discussed at some length 
when the issue of the appearance of conflict came up; and 
two, not having questioned, at least in this one company, 
Wyda Corporation, the track record of the Vice-President of 
Finance when, in fact, there seems to have been some 
difficulty with other corporations that that person was 
connected with? 


MA. KRUGER: To answer you as honestly as | can 
and in observing this board in relation to others, | think 
their political sensitivity to the fact that the name of Mr. 
Caplan came up and their knowledge perhaps of the train of 
events that could take effect from that track, | don't know 
that the board was Stet aE astute enough, perhaps, to 
have noted that in any way. They were there as business 
people, as labour representatives to give their best shot as 
to whether or not an investment could be made. So! would 
think -- | have a lot of sympathy for the board in the fact 
that they might not have given the prominence that you, 
sir, or 1, might have given to this fact. 


Rs to whether or not they should have asked 
questions, one of the or eat things of life is to have 
hindsight; even {| should have asked questions as | looked 
back through those minutes and | noted the Wyda thing but 
that wasn't noticed until after all of this was raised and | 
thought to myself, "Well, | may have been busy. | missed 
it." 30, | would think if you were to ask them that question 
today: should they have done more? Yes. They should 
have. But, you must remember the board at that time were 
fighting to keep their autonomy which they had always had 
very, very strong. They did not want interference from 
government. In fact, one of the great difficulties of the 
previous President of the board, and this comes as no news 
-7 itis on the public record, it has been said by Mr. Miller at 
one time -- is that they considered their role was to create 
a profit. find that should not be. That's not the business of 
public policy. 


THE VICE-CHAIRMAN: Thank you, Mr. Philip. 
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Mr. Kruger, that completes the questions from the 
committee at the current time. We thank you very much 
for appearing. . 


MR. KRUGER: Tonight? 


_ THE UICE-CHAIRMAN: No. No, you will not be 
required tonight. If the committee chooses to recall you, 
sir, it would not be for some several weeks. 


MR. KRUGER:- Mr. Gillies, it is always a pleasure fo 
pone back before your committee. I'm getting kind of used 
o it. | 


THE UICE-CHAIRMAN: Thank you, Mr. Kruger. 


There is no intention at this time to recall you, sir. 
Recalls will only be --- 


MA. PHILIPS: ‘Stand-bys for the UTDC questions 
though. 


MA. KRUGER: [I'm working on that right now. 


THE UICE-CHAIRMAN: Could | ask the committee to 
remain for a two or three minute in-camera meeting just to 
discuss a couple of scheduling matters. 


MR. WILDMAN: I[s it in order for me to raise my 
concern about possible witness that | mentioned at the 
beginning of the meeting? 


THE VICE-CHAIRMAN: Well, if you are going to do 
that, you want to do that on the record, or, would you 
rather do it in camera? 


MR. WILDMAN: Well, it's not a private matter. 


THE UICE-CHAIRMAN: Gkay, let's do it in camera 
then. 


find, yes, let's turn the air conditioner on. 


There is a problem apparently that Hansard cannot 
pick up what's being said if the air conditioner is on. 


| am going to ask the Clerk to look at that. The 
Legislature in ifs wisdom has taken the one air-conditioned 
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(The Vice-Chairman) 
committee room and turned it into another purpose. 

Could | ask everybody in the room who is not a 
member of the committee, or staff to the committee, 
please to vacate and the record to be terminated for the 
moment. Thank you. 


The committee adjourned at 6:3? p.m. 
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STANDING COMMITTEE ON PUBLIC ACCOUNTS 


Monday, July 7, 1986 


The committee met at 8:25 p.m. in committee 


room 228. 
ALLEGED CONFLICT OF INTEREST 
(continued ) 
THE VICE-CHAIRMAN: I think we'1l come-to 
Onder seand the frirst-~ witness “this SVEN jel al 


understand; 1s)’Mr:’ Peter Barnes. Mr. Barnes? 1 
apologize for our late arrival, Mr. Barnes. With the 
schedule being what it is, members are EXYING. tOwce eon 
UpsOnethecarvother work during the break. 1 JJ ask tha 
Clerk to administer the oath for you. 


Mr. Barnes sworn. 


THE VICE-CHAIRMAN: Thank you, Mr. Barnes. 
Well start with Mr. Bell. 


Mires 3 Bis Thatike you, Mr. Chatwing tte | aities 
Barnes, you are currently Deputy Minister of Community 
and Social Services? 


' MR. BARNES: Ves. 
MRS BB ul How long have you held that 
position, sir? 
MR. BARNES: Since mid-September of last 
year. 
MER Bb Ebi: Prior to that date, you were 


Assistant Deputy Minister of Industry, Trade, and 
Technology? 


MR. BARNES: Gi Innovatton and. Technology 
in the Ministry of Industry, Trade, and Technology. 

MR. BEUL: Thank you. Generally, what were 
your respons wot litie’s ins tbat jpos Tt Von se etd 


specifically, what were they for the IDEA Corporation? 


MR. BARNES: Generally, “they were to 
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provide encouragement to the development of technology 
andathe appa Gatton, ot technology in the yprovince of 
Ontario, and they involved the six Ontario technology 
centres, primarily. They also involved representing 
Ontario in technological, terms, .assisting.in missions 
abroad and so on; and in terms of the IDEA Corporation 
itself, when I first joined, I was appointed Secretary 
of the IDEA Board. That *would™ have been 1n (July; 
AUGustey we I8Se anda then Mina roundeawout Apr 9s 57 1 
think it, was, oI wasqmade. avdirectornof, the IDEA 
Corporation in-place Of whew Deputy "Ma his Cero 7 
Industry, Trade, and Technology. 


MR. BELL: That.sS -angitem ea Si tet) Neils t 
like to clear upsright Now. wuwln ther vDEA corporation 
material, angtact,. at tabsnumbeor.) - =e bethankeyvouswre 


had an opportunity of reviewing the document. 


MR. BARNES: Yeo. 

MRE BELL: There s a listing of Board 
members as of March 1986. 

MR. BARNES: Yes. 

MR. BELL: And your name is listed with an 


asterisk and then there’s a little note. Have you had 
a chance to review that note and do you agree with its 
contents? 


MR. BARNES: eco. 1 told them thatet 
would not have anything to do with the IDEA Corporation 
in terms of board meetings or anything else after I 
joined Community and Social Services, and I was waiting 
for my replacement to be appointed before formally 
handing in my notice. In fact, he wasn’t appointed 
Until after April 1986. 


MR. BELL; Okay. Now, as you know, sir, 
the subject matter of this Committee svinaquiny isetie 
investment by, IDEA ,Corporatiaon in Wyda,) as stor tne 
terms of that investment, which was approved by the 
Board of Directors, of, LDEA ion Marnehe ther 6h .ofet hie 
year, and the transaction was closed on or about the 
USth (Of Aprile eo lcogotethic year, 


You're probably aware, sir, that last week Mr: 
Blakeley, in his testimony, recalled that his first 
introduction to Wyda came via a telephone conversation 
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MR. BARNES: Is that --- 
MR. BELL: That Ss Mr.” Ivani Flerschman. 
MR. BARNES: That siiMr.. tivamher lerschman, 


in Looking through my diary 9) fandithatiyenacdenaunch 
with Mr. Ivan Fleischman on August the 14th, 1986. 


MR. BELL: Can you recall “the purpose. of 
that? 


MR. BARNES: Yes. He wanted to talk to me 
about the Ontario government. He described himself as 
a “lobbyist, | and “he, wanted to. Pindsourshowe ne whole 
IDEA/ODC technology situation worked and what the 
issues were around that. I remember describing that to 
Pan 


MR. Bee La: De bar. UW meCladeS GC Lic. S mame cl ct 
specifically at, that. luncheon? 


MR. BARNES: NOts gta b COrec Ors Ly, 
remember, no. 


MR. BELL: Did you have any discussions or 
any dealings of any nature or kind whatsoever with Mr. 
Fleischman or’ his company prior ‘to August the 4th? 


MR. BARNES: Not that I remember, no. He 
would have phoned up to make the lunch appointment, I 
presume, so I may have spoken to him over the phone, 
but I had never met with him prior tosthatimeetingion 
the 14th. 


MRE Be: Liinesaidtcalt-onsthecphoney to 
arrange the luncheon, would it have been with you that 
the luncheon was arranged directly as opposed to --- 


MR. BARNES: - Well, it could have been my 
secretary, but Lodon t know thatemy :secuetary, would 
have made an appointment with someone I’d never met 
before without referring to me first, so she probably 
passed: 2tethroudh stoemes 


MRD Basis: AVIPraight. | Is it your evidence, 
Sir, jthat prior to,thevAugust I4¢th luneheon, wou had 
never met this gentleman before? 


MR. BARNES: Yes; 1G (is .der in tes 
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MR. BELL: Did you have any other dealings 


with this gentleman after --- 


MR. BARNES: Never met him after that 
Ton Gh AAO! 


MR. BELL: Do you know if anybody on your 
staff Or anybody at MITT, which stands for the 
Ministry, had any dealings with this individual --- 


MR. BARNES: Not that I know of, but I’ mean 
-- no. : 


MROS@BELL: Did you prepare .any written 
report or memorandum of your luncheon meeting with this 
individual? 


MR. BARNES: No, none. 


MR. BELL: Aid right: Chronologacalll veacsis 
-- and this again goes back to Mr. Blakeley’s evidence 
Teepann CLICHE TIDEASmatertalyprspecificalllyetabt4s of 
their material -- I don’t know whether you have it 
before you. 


MR. BARNES: Lthave Vine. 

MR. BELL: It would assist you in following 
the evidence. 

MR. BARNES: Certainly. 

MR. BELL: This is a memorandum from Mr. 
Pac jPavakhiis—- 

MR. BARNES: Yeah. 

MR. BELL: --- to Mr. Geoff Cannon of 
Septembersther9thp 1985 #and=-9 li mayvhave the wrong 
documents. Hold on. Would you turn to page 4, sir? 

MR. BARNES: I“m there. 

MR. BELL: Theesecond ‘paragraph tunder 
"Recommendations." 


MR. BARNES: Yeah. 
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MR. BELL: eletejrnoked {Mey Blakeley wants to 
review this assessment with Peter Barnes after it is 
completed. 

MR. BARNES: Mes 

MR. VERE LES Myucwecollectiionm om Mr. 


Blakeley’s testimony is that he confirmed at least that 
that was his intention. 


MR. BARNES: yes. 

MR. BELL: L+don “t) think he: dvdycont urmeto 
this ,Committee whether, ora not whe did ‘have suchia 
-review./) Can your telleus,.-Sirgmdrdsonesoccun? 


MR. BARNES: He says in his testimony that, 
in fact, »he did) assess itemictheme.: Ing@hacts enopsuch 
assessment took place because I’d left the Ministry by 
August the 14th. 


MR. BELL: I thought it was September the 
14th. 


MR. BARNES: September the 14th, I’m sorry, 
September the 14th. 


MRao? BELLS Your “ev vdencewilsisnomsuch 
discussions occurred between yourself and Blakeley as 
for the Wyda Corporation? 


MR. BARNES: No. In. terms or the 


assessment of the --- 

MR. BELL: Well, in the context of this 
paragraph. 

MR. BARNES: "Was to review this assessment 
aftenrbt is:completeds! uniaditdamtt, trevivenwtieaf ted ast 


was completed, no. 


MR. BELL: Alesewrgnity Didsyoutask ham at 
any time to keep you informed regarding IDEA’s review? 


MR. BARNES: Well,'as ‘1 saidyulehave great 
difficulty, and this is quite genuinely, in remembering 
the specifics of this. 111 aceept thateiqnd poss it 
through. I have no idea what the reference to "backed 
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Dye prominent? peopl ei s, oomkean ot hank of two reasons 
why such a comment might have been made. One: I was 
part veularly “keen dn watching response time on 
everything we sent Chreughettol tthe BLDRA Corporation 
because of the reputation they got earlier -- not after 
Mr. Blakeley’d come, I must admit -- for taking a very 
long time to respond to requests for assistance; and 
secondly, one of the reasons I may well Go aVieel @rarvsed 
ewathihimpywhith Teaccept that id) =-3haveiasked 
for further review is that it was CAD/CAM technology 
and I was kéen on trying to get the IDEA Corporation to 
work closely with our technology centres to make use of 
the expertise they/had in'assessing technologies that 
they had, probably, the best expertise in the province 
on. That, again, is my assumption. - 


MRY* BELD: ALl-y nivon t. As best you can 
recall, Mr. Barnes -- we know there’s one discussion at 
least between you and Blakeley, probably in August of 
ne 5’. 


MR. BARNES: One "phone "call , wy eahy 
apparently. 
MR. BELL: Were there any other discussions 


with Blakeley or anybody else at IDEA, subsequent 22/8) 
tit =f27St tone; regarding “Wydas application Vior 
investment? 


MR. BARNES: Now estate Fa have any 
recollection of at all. 


MR. BELL: AlP*right. =(What’ is? your’ belief, 
sir, as to whether any discussions did take place after 


the first one? 


MR. BARNES: My belief is there weren't 
any. 

MR. BELL: Now,” a’ namenot@ one sof ty our 
former -- I guess staff members is the best word -- 


Anne Whelan-Griffin, was raised by one of the witnesses 
last week in the context of Wyda. 


MR. BARNES: Céntextssa hoWy dattor the 
Cumberland Group? 


MR. BELL: Tm Sorry.) svOUPr Se arto ht ie 
Cumberland Group. Can you advise the Committee from 
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your knowledge what was the nature and extent of that 
involvement? 


MR. BARNES: Ofp aids ofsus? 

MR. BELL: O£ hex, tspechiLeally-tbutbeal Wot 
you. 

MR. BARNES: Alls nucht.4 eWeldy¢ kothank dal. 
give youw- Lhavepto sortof treatiwuethstheswhistony-of 


this so it’s fully understood. The Cumberland Group 
first approached our ministry and myself in around 
about January or February of 1985 as a result of work 
we had been adoing »bo “thy and sestablish. a-.chip 
Manufhac tuna ngigO©reséS1 lveon, Chip “semimcondmuctor 
manufacturings, facili tyvinithepprevi nees.of.0ntamiio! 
We'd been looking to Japanese companies. Wed been 
looking to American companies. Wed been talking to 
Mitel. Wed been talking to groups in Ottawa regarding 
this subject; and they approached us with a proposal to 
develop a chip prototype design manufacturing plant. 
Liakwas prototype desion \outydowny to, elec ie k emt 5 
micron, which was state-of-the-art technology at that 
time. 


We reviewed this proposal very carefully. We 
had it vetted by people who knew. We submitted it to 
BILD: and, ic was gavenpga’ soan, of,» lethinkp Sissel ion 
by BILD in April or March. I can’t remember which it 
was. Subsequent to that, we met with the Cumberland 
Group on regular occasions to discuss, one, the terms 
under which the loan had been made and to discuss, 
secondly, the basic approaches that they were taking in 
terms of the conditions of the loan, such as employing 
Canadians wherever possible, making use of Canadian 
equipment -- there wasnt a lot of it -- ensuring that 
they wene proceeding tn,.asdinectLonywhichamoudd 
develop the sort of jobs we were looking for in this 
and making the sort of connections in Canada that would 
stands Ontario En -goodsstead Gn, thissarea?z yandogl<guess 
we met, as farrvas I can remember, ondgaboutgarmonthily 
basis because that’s what I required. We've looked on 
ourselves something as a loan organization in that 
sense. We wanted to make sure the money was being 
spent appropriately and in the agreement. 


During the course of this, Cumberland Group 
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indicated that they had a number of other interests and 
were looking to syndicating some companies in which 
they had some interests with some other companies, of 
which Wyda, I’m absolutely certain now, was one, and 
that they had a whole lot of innovative technology from 
laser disc to opto-electronics and a bunch offother 
areas which, frankly, they were unlikely to get pre- 
venture funding from the private sector, which was 
precisely why IDEA was set up, SO we suggested that 
they make a proposal to IDEA COTrporawronje whiich “| 
betieve they did. Now, that proposal, I would guess, 
was made around about Mayish, Aprilish. May °85, April 
oy I would guess, but I really. am clutching there. 
Im not sure of the exact time. 


Once the proposal was submitted, I was 
meeting with them regularly and they kept telling me 
that they had heard nothing from the IDEA Corporation 
Guecnelr proposal, aird-in that*context; Il" would pnone 
Hal Blakeley and say, you know, "What’s happening to 
the Cumberland investments"; and there was some 
discussion about them being syndication, which we were 
at that time recognizing was not an appropriate route 
LOMPLDEATT ONO, givenvitsypastthrstory in that tareéa; 
and we suggested to them and to IDEA they might like to 
look at some of the individual projects; and by the 
time I left in September, there had been absolutely no 
progress on that, to my knowledge, in the sense that 
CumberiWand Group had”"got a “yes” "Or *no”" answer; sand 
what we were looking for was an answer, just to get it 
done with and settled, whichever way. That was up to 
TDEAsCorporation. 


About the time I was leaving, we hada 
last meeting -- or shortly thereafter. I think I “came 
back: I can’t remember. I met with them for the last 
time asSpartzof myofticial functions and tthey said 
they still hadn't heard, and at that time I asked Anne 
Whelan-Griffin to phone up and find out what was going 
on; and I gather there was a subsequent phone call 
after that around about Octoberish, but what happened 
eimoeeethens I Thad’ 'no”"knowledge “tiil "read =the 
tescimony, ewhich? indicated” that to loan was made to 
them or no investment was made in them. 


MR. BELL: Do you know whether Ms. 
Whelan-Griffin did make the call that you instructed 


her todo? 
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MR. BARNES: I know she made the first 
call, yes. She told me.» I met with her) sometime) later 
and I asked her if shed called up», She»said she had. 


MRic BELL: POEL Ar iohit . Was it your 
understanding, when you were approached by whomever in 
respect of Wyda’s efforts in August, which culminated 
in youreealivtrow bl akekeys aa 


MR. BARNES: Yeah. 

MR. BELL: Are you with me? 

MR. BARNES: ¥es),9 Levame 

MR. BELL: Is it your understanding 


that that effort on Wyda’s part was separate and apart 
from what had gone on there before with Cumberland? 


MRe eB AGINERS?: Weyl lowaegl fire member 
Cumberland having Wyda as part of their group. There's 
no question of that, but I also remember that they did 
not have the same level of shareholding, and I’m not 
sure what level of interest they had in it, and I do 
recall that at one time they said that Wyda was now 
nothing to do with them, but I can’t remember what 
Stage that was. That might have been around about the 
time of the proposal that was made separately. I 
suspect it was. 


MBSE ele Wiherivoghteanvousyerrhad Jan 
opportunity, Mr. Barnes, to review the --- 

MR. BARNES: Yes, I have. 

MR. SBELE: =>siPLDEAdoOCuMmemtisy, fara a1 
wonder if you. can -- let’s do it this way. Are there 


any documents in that pile that you had knowledge 
Cis = 


MR. BARNES: No. 


MR BEL oe ate Hl omar nthonwhihe 
commencement of this Committee’s hearings, now some two 
weeks ago, although to me it seems like two years ago? 
Can you answer that question, sir? 


MR. BARNES: No; 1) ‘consciously idid 
not. Now, the only one -- I’ve looked at the proposal 
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OL what Pe Ged sere on cyclic don’t remember that 
coming through me at all, so presumably, it was as a 
Dugie tool Duc —— 


MR. BELL: You're referring 
specifically to tab number 2? 


MR. BARNES: To stab number 2, which 
doesn t look likée* it’s "a4~ préspectuive foutliney ofea 
business plan, but I’m assuming there’s more to it than 
tat. 


MR. BELL: Yes, there is. Yes, there 
Mesmore to lt. 


MR. BARNES: I mean, most business 
plans we saw were yea thick. 


MR. BELL: Yes?’ Thais Vs: just’ theytwo 
pages relevant to this --- 


MR. BARNES: Yes, and don’t have any 
conscious memory of those at all, certainly none of the 
documents subsequent to that. 


MR. BELL? You are aware, sir, that 
certain of the IDEA witnesses that appeared before this 
Committee spoke in terms of their assessment of 
telephone calls from or communications from -- I think 
the phrase was "anybody at Queen’s Park." 


MR. BARNES: eS. 


MR. BELL? Which they viewed to be 
pressure of some form. Would you care to comment on 


that? 


MR. BARNES: Yeah. I guess it’s a 
mixture of being depressed and offended, if I can put 
it that way. Im offended at the thought that anybody 
Dane ave st that’ ae phone call fromea civil servant 
automatically results from political pressure. Im 
fairly proudto say that, atno time when I was working 
in my previous job, did I ever get any pressure at all 
from any politician from any parteyetotake sardecisTon 
in any particular direction on behalf of the IDEA 


Corporation. Im proud of that 


what I’m depressed by is the assumption 
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that, one, when, you set .up an agency, the people who 
work init assume that the money is the same as private 
SCCTOMBMNONCY » Li. ia Can sDULA Lo uo caw oy 7 sO Lee Le 
money, and there is no sense of public accountability 
on that side, and I guess that speaks to some of the 
problemsiolrscrving tovcrede omar corpolratlon ike. Lie 
IDEA Corporation and work it that way. 


What ¢Lameoffended, by as. the lack of 
understanding of government that doesn’t recognize that 
a public ‘servant fOr an agencymtnaw mepolcs malo tS 
Minister, awhich ws NOt providing Jal papsa. Levelt or 
service, which the private sector comes to expect and 
grumbles about government when it doesn’t get it, has 
the right to phone up and say, "When are you going to 
deal with this because were getting complaints about 
the time taken"; so that sort of context, yes, we made 
phone calls, and in that extent, it was pressure. It 
was pressure for competence. 


LyMust sev On bDenalt vor Mr. Canulohn,. mi. 
Blakeley, and Mr. Logan that, after their arrival, the 
sensitivity in terms of responding to the private 
sector was immensely better than it had been 
previously, (but At didn t atterstne faAcuciLcnat we did 
not want any more complaints and we wanted IDEA 
Corporation §to look asi-qood-as.at could vat~the, time 
when it was being reviewed politically for its future, 
so any comments I have, as I’ve said, they depress me. 
They offend me}. whey thought, that, ra,scivil “servant »can c 
make a phone call without the assumption it’s 
political. I consider myself to be apolitical and my 
job is to serve whichever government is in power, but I 
never had any political pressure whatsoever. 


MR» BELL? |. I have to ask you these 
questions on the record, Mr. Barnes. 

MR. BARNES: ,Certainly,. 

MR. BELL: Other than the persons whom 


you've indicated thus far this evening, did you have 
any discussions or dealings with anybody in government 
or in any way connected with government respecting 
IDEA’s investment in Wyda? 


MR. BARNES: No. 


MR. BELL: One of the issues that this 
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Committee has determined as appropriate and necessary 
for it to consider and make decisions on as perethis 
MNquiry Wis: What is the nature and extent of the 
investment by IDEA Corporation in Wyda and was that 
investment made at all as a result of poUstecael. 
influence? 


Now, Ostia, so presum i nigantha teiyonm Thee 
knowledge of the nature and extent of the investment, 
I’d like you to answer the second par t yore inet 
question. Was that investment made at all as a result 
of political influence? 


MR. BARNES: Not of my knowledge at 
aus ; 

MR. BELL: Those are my questions, Mr. 
Chairman. ; 

THE VICE-CHAIRMAN: Thank) lyougaqiMr. 
Bell. Questions from the Committee: Mr. Ward. 

MR. WARD: Thank yourpeaMratChainnan the 


POStiwean tacotouchverybrnel lyviontehesmetercncest cathe 
Cumberland Group because that has caused some confusion 
and clouded the issue somewhat. Did I understand you 
torssiays thats CumberhandviGhoup wasieraemte Dactyagthe 
recipient of BILD funding? 


MR. BARNES: Vests 

MR. WARD: For?$ 5qmillion? 

MR. BARNES: Yes: 

MR. WARD: But that was unrelated to 


any operation at Wyda? 


MR. BARNES: Absolutely unrelated. It 
was a: directsresult of the government's initiative to 
try and establish a eh p manufacturing face bactys It 
was quite separate, didnt have anything to do with 
that: Tnifactey atwibhel time they made it iel Giadsinoe 
knowledge of any other interest they might have beyond 


the chip foundation. 


MR. WARD: And again, I’m not sure of 


what process. I would assume that) wunder sh Wire ior 
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innovative ventures or whatever, there was more than 
one way to access government assistance. There was the 
BILD Secretariat, for which there really wasn’t an 
applicatiom form. a There cwalssatprodcessd thatnFrsdontt 
think that I’ve ever been able to understand. 


MR. BARNES: think; ainacerms of the 
BILD ‘Secretariat, wmmostgof-ithe tswibm is'si ons," amy 
submis'swons #] hadvanyr Contact iiwithscamepivdiarthie 
Ministry, then went before BILD much as they would go 
before a Cabinet committee, which it was, and make a 
proposal. f 


MR. WARD: And at the same time, you 
had something like the IDEA, which was set up as --- 

MR. BARNES: Quite separately. 

MR. WARD: --- aS am arm’s length 
corporation: 

MR. BARNES: Yes. 

MR. WARD: Bat wits char ovol say “that, 


in a way, they re both performing the same function. 
ts thaviianw 


MR. BARNES: Noid Jaén" thank Fsio. 
IDEA was very much into investment, as distinct from 
loans orfgrants. ° Thatimakesiziurotally distinet from 
any money thaty BILD putin or -any* money ‘that the® ODC 
put in. It was completely arm’s length from government 
and it was concentrating on new, innovative technology, 
which we hoped it would have the skills to assess and 
be prepared to invest in. 


MR. WARD: What would be your approach 
point in terms of the Cumberland GroupG? I don’t want 
to make assumptions, but I guess to me, being new 
aroundshere, Werefer stoytherquil ckhendexs pie findwa 
listing there somewhere. liical SY aveiviveservantyrn 
that regard vorwfonwandveit) toneitob myeconstittuents7 bh sosar, 
that’s the program you want to!’ pursue, this is where 
you go. 


MR. BARNES: I was very proud of being 
the first Assistant Deputy Minister of Innovation and 
Technology s#anywheres inn Canadajiivthink)@ands4 fterdéa 
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short while, I wondered how wise that was after the 
number* Of “phone’® cali s? + got requesting funding support 


or anything else related to anything remotely connected 
with technology. 


MR. WARD: So contacts would come to 
you from anywhere and everywhere --- 

MR. BARNES: ADA "OMerw tire “piace 
megularly: 

MR. WARD: ~-=-"“Tpassume fromemembers, 


from the public directly, and --- : 

MR. BARNES: Without being flippant, 
this is quite interesting. When I left Community and 
Social Services, where the job was to help people in 
need, I was amazed at the number of firms in need who 
then’ came *to ’me asking“for funding*® once Pr went’ to 
Industry and Trade. 


MR. WARD: The Cumberland application 
TORTI DEA Cone? tentative Tapp lrcationeetovithestl pen 
Corporation: oul monet sureithatil punderstandmallisthe 


intricacies of the syndication or whatever, but from 
Previous »testimony, my "Peco blectuvon's's! that * the 
Cumberland application that’s ~referred’'toiSan the 
infamous tab 5 memo dealt with six different companies. 


MR. BARNES: Yeah, I°11 believe that 
because I think that -- isn’t there a -- it’s not tab 
as 

MR. WARD: I guess what I’m getting 
Sees ; 

MR. BARNES: Yeah, there were’ -- Wyda 


had a number of interests in different technologies 
and; as I* understand at,~had’*seteup ditterent companies 


tovdealewrth!-=—-- 


MR.. WARD: Cumberland or Wyda? 

MR. BARNES: Cumberland. (adrinesay 
Wyda? 

MR. WARD: Yes: 


MR. BARNES: rT nrean?cumber rand © "2m 
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SOr liye Cumberlands had ns tntesest. in a pnumber let 
different technoLogtesp which «i-th had wonkedpwit bwthe 
people who developed or whatever. 


MR. WARD: Well, how did they make 
there. money? Did) Cumberland) asks 


MR. BARNES: They werent making much 
money when they were coming to us. They were looking 
for the money with which to make money. 


MR. WARD: ety clio.) tir, Wise t.O 
understand this business process of theirs. F 

MR. BARNES: Yes. 

MR. WARD: I assume, whether they re 


accessing $5 million in BILD funds or whether they re 
trying, GO «acces Sih s NUmMDeus ot. Col lar Soto De A 
Corporation funds, they re obviously doing that to make 
money. 


MR. BARNES: Of course. 


MR. WARD: Andsed MaetAyd HO bon Gicasp 
where is their return because, after all, they re not 
the innovators. Are they not just accessing the money, 
maybe putting together the financing, and being paid a 
finder’s fee or taking equity or something like that? 
Is that how it works? 


MR. BARNES: I would guess that that’s 
= L-mean, LeGoOn pb rknOweNOWes s Workc. dpeeumMpe mands 
case, but let’s assume you are an inventor. Please 
remember, I’m an administrator not an expert in these 
things, wut pyOuUmarenana inventor. You) have ayproduct: 
You know nothing about how to raise money. You don’t 
KNOW. WhOlt 0s. JOut Onno dongtaknowewh Out © aur St oes ON 
don’t know whether to go to a lawyer. Y01. dont 
understand the business world, and unfortunately, 
that’s all too frequent. 


MR. WARD: Right. 
MR.s BARNES: SO! (V0), 9.0) Copeman 
Organization. You go to somebody whosyou think can 


raise some money, can go to the banks, knows how to 
draw up a prospectus, knows how to doa marketing plan, 
knows how to do projections; and you work with him and 


6 
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he works with you to try and obtain money. 


MR. WARD: Or you go to a consultant 

like Cumberland Group? 

MR. BARNES: YOWwogo SUS ald ws o rts Bot 
people. I mean --- 

MR. WARD: Like the Cumberland Group. 

MR. BARNES: Yes. VOWoM2ohtorooumcs 
somebody like the Cumberland Group.Ag Yout could go to a 
lawyer. You could go to -- there are a number of 


consultants in Toronto who set themselves up to invest 
money on behalf of people. 


MR. WARD: There would be nothing 
exceptional or unusual --- 

MR. BARNES: No. 

MR. WARD: “-EiFinl “che, fact, mecnen, 


that in terms of the entrepreneurial activity of the 
Cumberland Group or the relationship that they may have 
withpascompany like Wyda, -like’ this prototype chip 
Manutacturer flat Gmdiretumned omizarieangungd! thie 
financing, whether it be through a government agency or 
the private sector, that they would take equity as part 
of that. 


MR. BARNES: Absolutely. That would 
be a perfectly normal process. 


MR. WARD: Thank you, Mr. Chairman. 


THE VICE-CHAIRMAN: Phank you, 8Mrs 
Ward. Mr. Pope. 


MR. POPE: Thank, you.. “Do your go tor 
lunch with anyone who phones? 


MR. BARNES: ’ NOVEoUt Tat ry to respond 
appropriately to people who I think may have an 
interest, a role in what is going on in the government 


ana Ssosonsand so forth. 


MR. POPE; What was appropriate about 
Mr. Fleischman’s invitation to lunch? 
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MR. BARNES: Well, I think he phoned 
me up and said that he was down here in Toronto and 
that he wanted to have some knowledge of the Ministry, 
that he’d done a lot of work up in Ottawa, and that he 
was a lawyer who worked with organizations and so on 
and sor forth) andiwowka lla kertormneethwath him? and I 
Sard; oure.) 


MR. UPOPE: Did he also indicate to you 
on the phone his connections to the Liberal Party? 

MR. BARNES: No, but when I had lunch 
with him, he did describe himself as a "party hack." 

MR. “POPE? Did he outline any other 
background? . 

MR. BARNES: No. He said hed done a 


lot‘of work up Pn’ Ottawa’, “and that was+the extent or 
ste 


MR POPE: Who did you deal with in 
the Cumberland Group? 


, MR. BARNES: Now, am I able to quote 
tie Nnawesttor ethespeopleSthav" Gedcaltawitnpanuttire 
Cumberland Group here? I was reading in the testimony 
there was some issue whether I --- 


MR. WILDMAN: Well, they’re on the 
recond today . 

MR. BARNES: _ They re on the record 
today. Fine. I dealt with Leo Gray and Green --- 

MR. POPE: Greenberg. 

MR. BARNES: Greenberg. 

MR.” POPE William David Greenberg. 

MR. BARNES: Thetis siright. 

MRe “POPE: Would it surprise you to 


learn that Mr. Greenberg was also a director and 
officer of Wyda? 


MR. BARNES: Yeah, I have no idea 
whether he is or isn’t. I have no knowledge of ‘that. 
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I mean, he was, presumably, on the board of a number of 


companies they were interested in, but I didn’t know 
that, oO. 


' MR. POP Rs Did Leo Gray describe 
hamself to you? 
MR. BARNES: He said he was based in 
New York. 
MiNi OPP. What else? 
MR. BARNES: That he was investing, 


looking for investments, that he wanted to invest in 
technology. He wanted to do it in the Toronto area. 


MR. POPE: What else? 

MR. BARNES: That was about it. 

MR. POPE: Did he refer to his family? 
MR. BARNES: Oh, you mean his brother? 
Mine FOE us: Yes. 

MR. BARNES: =. He didnt, bu FI Sround 


That has brother was (inaudible) Gray. He neversroid 
me that. 


MR. POPE: When did you find that out? 


MR. BARNES: Oh, F*would™ guess @vermy 
early on; probably, Januaryish, Februaryish, whenever 
trey tirst came to us. 


MR. POPE: Ove 

MR. BARNES: OIG On. 

MRe* POPE: Gehan 

MR. POLSINELLI: And he got the money, 
anyway? 

MR. BARNES: Pardon? 

MR. POLSINELLI: And he got the money, 


anyway? 


Ss 
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MR. BARNES: Well... We cat 

MR, POPE: Yeah, after May 2nd. 

MR. BARNES: No, no, the loan was made 
-- sorry. After May 2nd, you say? 

MRe @OPE: Mm-hmm. 

MR. BARNES: Novi derthinmkewat was 
March) =< : 

MR. POPE: )Grayyaned “a He, Sard. rt. 

MR. BARNES: Lithank, it) was. Apr1 ds -that 
the loan was made, but Id need to be -- March or 
April. 

MR. POPE: How about Mr. Greenberg? 
Did you meet him? 

MR. BARNES: Yes, I did. 

MR. POPE: When did you meet him? 

MR. BARNES: At the same time as I met 
with Mr. Gray. 

MR. POPE: How often did you meet with 
these gentlemen? 

MR. BARNES: As I said, about once a 
month 4to.£ imdy outer 11s ti AOtesd 11 jet Odea Luwa-th 


negotiating the conditions of the loan and then to make 
sure and get progress on how that money was being drawn 
down and what they were using it for and the progress 
they were making in terms of recruitments, and we were 
particularly keen to ensure that Canadian people were 
involved. 


MR. POPE: Who else did you meet with 
who said that they were representing the Cumberland 
Group? 


MR. BARNES: At the very beginning, 
Graham Scott. 


MR. POPE: Who else? 
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MR. BARNES: Nobody else that I can 
remember. * 


MRe POPE: And when did you meet the 
Cumberland Group with respect to their application +o 
the IDEA Corporation? . 


MR. BARNES: I tried to remember that. 
I would think that they first said, you know, "Are we 
likely to be entertained by IDEA if we puta proposal 
in" I would think, around about May isi —-—-- Apri lish, 
Mayish. That’s the best I can tell you. 


MR. POPE: So it could have been May; 
it could have been June; it could have been April. 


MR. BARNES: Yeah. Tee gtelyg Thi me wars 
around about May, May or June, but May sticks in my 
mind as being the most likely time. 


MR> PORE: Did you receive any calls 
from the Cumberland Group? 


MR. BARNES: Did I receive any calls? 
Well, I mean, they phoned me to make a point to come 
and see me, if that’s what you mean. 


MR # SPORE: res 


MR. BARNES: ButcROthimgMbey onde Wa 
mean, we had the regular meetings. That was the extent 
Corerts 


MRe- POPE: When did you first meet Mr. 
Dobzinski? 

MR: BARNES: Menewexr ealet eM 
Dobzinski. 

MR. POPE: Did you have any meetings 


at all with Mr. Blakeley concerning the Cumberland 
Group? 


MR. BARNES: I almost inevitably would 
have discussed it with him. I was talking to Mr. 
Blakeley when he was there about, I would guess, three 
times a week, on average. — We were trying to work 
together and with the committees ofsthertboand toxtry 


and get together a new business plan and new statement, 
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so I’m sure I mentioned the Cumberland Group to:him, 
but I don’t remember any specific meeting to discuss 
the details. What I would always do, any investment or 
contact I had was to ask, "When will it be decided," 
not how or what. 


MR oor is YOUMING Cate COuMey-— sus 
you do an assessment of the Cumberland Group’s 
application to) IDEA Corporation? 


MR. BARNES: We got the business plan 
and looked at it, but no assessment, no. We were not 
qualified to assess it in that sense. } 

MR. BROPA: Did you deal with the 
Cumberland Group when the proposal was turned down? 


MR. BARNES: No. I wasn’t there then, 
I don’t think. It hadn't been settled by the time I 
leftuithe, Ministry. 


MR. POPE: Have you any documents in 
your possession with respect to either the Wyda 
application or the Cumberland Group application? 


MR. BARNES: i, *thame;absolurelhywmo 
documents in my possession whatsoever. I did phone my 
Successor as Assistant Deputy Minister to find out 
whether there were any documents on Wyda -- I didn't 
ask about Cumberland -- on Wyda in my former division, 
and) theeraresnonetr Lagotyasphone, eal L~backyc-saying 
they d done the search and there are none. 


MR. POPE: You don’t know about the 
Cumberland Group. 


MR. BARNES: No. There’s bound to be 
some documentation on the Cumberland Group, I should 
mmagine, but nothing that EDBA wouldnt “have, other 
than on the LSI chip request. 


MRP ORE: Have you seen memo number 
SEY 

MR. BARNES: Yes. 

MR. SPORE: Did you have any discussion 


about that memo at any time? 
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MR. BARNES: Absolutely not. 


MR. ‘POPE: Have you had any meetings 


with anybody with respect to the evidence you're giving 
today? 


MR. BARNES: No. Well, other than Mr. 
Bell. 

MR POPE: Yes. Anyone else? 

MR. BARNES: I met with Anne Whelan 


Griffin to ask her about the phone calls and make_ sure 
that I got my facts right on that in terms of what I 
asked her to do. 


ME POP i: Did you ever meet Mr. 


Caplan? 
MR. BARNES: No. 
MR. POPE: Have you ever received a 


phone call from him? 
MR. BARNES: No. 


MEY “POPES Have you ever received a 
phone call from anyone in Mrs. ‘Caplan’s office? 


MR. BARNES: Absolutely not.9° Well, 
BOotvinwcontext of Wyda-'or anything Tike that. As 
Community and Social Services, we spoken to Mrs. 
Caplan s office, butnot in connects onewithscthis;eno; 
absolutely not at all. 


MRS PP OPE: What was the role of the — 
Ministry vis a vis IDEA Corporation in the brief time 
that you were associated after the change in 


government? 


MR. BARNES: I guess identical as it 
was before in the sense that the IDEA Corporation 
chairman reported to the Minister and through him, 
responsible. I was a director there. We did obviously 
supply Mr. Kruger with a fair amount of information and 
opinion about the IDEA Corporation during his review. 


MRO= POPHES ShIpad-the’ MinPstermst coeive 
minutes of the meetings? 
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MR. BARNES =? ° Yes, the Minister would 
receive minutes. I certainly did and so did he. 

MRewPORE: Did he receive copies of 
the applications? 

MR. BARNES: No. 

MR SPORE: Were those meeting minutes 


and any approvals contained in them filed with Cabinet? 


MR. BARNES: Nogil.don-t : thinkuso 700. 
It was a Schedule 2 agency. } 

MR. POPE: Did Anne Whelan-Griffin, in 
making the phone calls, do so at your request? 

MR. BARNES: She certainly made the 
first one at my request. Im not sure about the second 
one. 

MR. WeOPE: You don’t know about the 
second one? 

MR. BARNES: No. 

MRZBPORE: You were a member of the 
IDEA Corporation Board? 

MR. BARNES: Prom Aprikmhos 5: 

MR. POPE: Rightts Unt. h? 

MR. BARNES: Well, I guess whenever my 
erder-in-counesl stopped. In March 1986, «would it have 
been?y Dithinks-satabeley Apridveche 44587719986, butt 


attended no board meetings after I went to the new 
Ministry. 


MR. Pi: Pies: Did you receive 
documents --- 

MR. BARNES: No. 

MRZRROPRE: --- sent to board members? 

MR. BARNES: No. GING? elbytaldeithenrtt 


wanted, nothing to; doswithpthe boamdstromethat time on: 
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MR POPES When you were an active 


board member, Weve You getvingsec opTreisry of 
applications --- 


MR. BARNES: Lt got copies of all the 
stuff that was put to the board, yes. 

MR.t POPE: Regan. 

MR. BARNES: EV ta lsormqetw copies +é6f 


everything prior to being a board member as well. 


MR. POPE: Did Vourgetyeal Vs from any 
source» outsaderof theciprovincial’ igovernmentrewath 
respect to either the Cumberland aeted ts or the Wyda 
application? 


MR. BARNES: Nothing beyond what I’ve 
Csycussted 7 Pitsgotycalis fromencumbernl andrtcroupy, 
obviously. 


MR. POPE: yes. 


MR. BARNES: Butegnothin get hateiecan 
recall, and I’ve really thought about this one. Again, 
I would underline that we got an enormous number of 
proposals put toms anduthistone) hadinovextra special 
Significance to me beyond the others. 


MRE ORK: Can you understand «why 
Daryl Logan would think) thateit’ did? 


MR. BARNES: Well, ‘as? I isay). thats 
the depressing thing for me: the concept that, because 
a civil servant phones up and says, "When are you going 
to make your decision? When are you going to deal with 
this one?" it’s immediatély assumed as political 
pressure I find depressing and also a complete lacking 
in understanding offrany ==itoF government, which I guess 
is not surprising. They haven't worked in government. 


MR. (POPE: Well, that may have been 
What ‘thes said: before ws:s thatsisn tpowhatphevputoun 
writing, and if you refer to memo number 5, I repeat 


the same question. 


MR. BARNES: - iehave notching: tosaddito 
my answer. 
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MR. POPE: Memo number 5 doesn’t refer 
top youxrselresona+-- 


MR. BARNES: Not memo number 5, no. 

MR. <BOPE® ao a) Geet Ome 1 ae CAV ela 
servants with the government at all. 

MR. BARNES: Noose Nosgethut Linuneac 
talking about memo number 5. I’m talking about -- it 


was his testimony, in his testimony where he said that 
we were putting pressure on him and he assumed the 
phone calls were some sort of pressure. 


MRw% POPE: MAO WcLo niet Calida Ves wary 
explanation .fomrmemoc 5S sthenwy yotuheriechansmoat 
understanding. 

MR. BARNES: Well, I’m not sure what 
explanation I should have for memo 5. I mean, the 
first time I’ve seen the memo is in here. "I thought 
you guys might be interested in knowing how Wyda 
playedMee- but I didn t iwelte Tt. ale don tehave sto 
explain this memo. No, I don’t have any explanation. 

MR SeeOPE: Thank you. 

THE VICE-CHAIRMAN: Ma e- ODe. Mr. 
Wildman. 

MR. WILDMAN: Thank you. Mr. Barnes, 


did I understand you to say that, in dealing with the 
Cumberland Group, you met with Mr. Greenberg and Mr. 
Gray? 


MR. BARNES: Mhatess might. 

MR. WILDMAN: They described to you 
their background, and, didsyou also,say;that,.you.met 
with Mr. Graham Scott? 

MR. BARNES: Yes. 


MR. WILDMAN: Did he need to describe 
to you his background? 


MR. BARNES: No, obviously. I knew 
him. 
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MR. WILDMAN: Yes. The Cumberland 
Group first approached you in Fe briaryne 85:7 


MR. BARNES: January or February ‘85, 
yes. 

MR. WILDMAN: And at that time, they 
got a BILD loan of approximately $5 million. 

MR. BARNES: That “s correct. 

MR. WILDMAN: Now, subsequently, when 


you were meeting with them on a monthly basis, was 
there any discussion specifically with you with regard 
to the components of their syndicate? 


MR. BARNES: Well, there was 
discussions to the extent of the sort of technologies 
they were talking about, and I remember the chart which 
showed the companies and the names of the companies, 
Goetesorte of thing. 


MR. WILDMAN: Was there any discussion 
of the corporate relationships among those companies? 


MR. BARNES: No, eno: specifa cagWwhet 
we were interested in was establishing whether or not 
the sort of technology they were talking about was the 
sort Of thing@™that ‘would gusttiyeusaterwardimg thei, 
proposal’ on to IDEA Corporation, Look onws*as a sort 
of filter’ screen, if you like. 


MR. WILDMAN: Now, I think you have 
tagicated: you dontt récall this; {butistit fainyto say 
you do not recall referring Wyda to IDEA? 


MR. BARNES: TAS doMsets ine Gaus 
specifically doing it, but I’m perfectly prepared to 
believe Mr. Blakeley if he said I passed it on to him. 


MR. WILDMAN: Anadvrhatfein the context 
of your suggestion to the Cumberland Group that, iat 
IDEA would not fund a syndicate, perhaps various 
components of that syndicate could contactei DEA Sss- 


MR. BARNES: Yeah, butiiiedo vemembes 
: ink3 t this very 

#i mean, fobviously), Jom thinking qjapeu 
hard, indeed -- at one stage the Cumberland Group 
saying that Wyda wasnt the same as the other ones in 
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this. They didn’t have the same controlling interest 
in thas: I dorrememberichat: 


MR. WILDMAN: Binny omidor t know if 
Cumberland actually nade ——— 


MR. BARNES: My best guess is that 
Cumberland were the people who told us about that 
technology, andwit wasPprobably asia vesultiol this fand 
them telling me it was a separate proposal. fThat’s 
where I think it must have come from. That’s my best 
guess. ; 


MR. WILDMAN: You don’t know of any 
specific benefit that Cumberland would receive if Wyda 
were to receive funding through any source. 


MR. BARNES: NoyeL don t.. Absolutely 
not, unless they had some level of investment in it. 
They may have had some minority shareholding in it. I 
don’t know if Mr. Greenberg is on the board. I presume 
they did have some level of shareholding --- 


MR. WILDMAN: Okayor WWasth.wegardy to 
the memo number 5 and your answers to Mr. Pope. 

MR. BARNES: Yes. 

MR. WILDMAN: You referred to the 


first statement and started at the part where Mr. Logan 
says, "I thought you guys might be interested in know 
how Wyda played its political connections." 


MR. BARNES: Yeah. 

MR. WILDMAN: Can you refer to the 
first phrase of that sentence. "After our experience 
with the Cumberland Group" -- that’s what’s missing 


there, "Cumberland Group." 


MR. BARNES: Ohta reght. Yeah. 
MR. WILDMAN: "After our experience 
with the Cumberland Group." Do you have any idea what 


Mr. Logan would be referring to? 


MR. BARNES: WelelyritGyey. read * hits 
testimony, yes; and hisstestimony andicatess that -the 
phone calls that he got from Anne Whelan-Griffin he 
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interpreted asjbeing politicalepressurme, As I said, 
i~m OLfended by that, 


MR. WILDMAN: Well, Mr. Cannon als 

referred to them as "a pain in the rear end." 
. MR. BARNES: Yeah. Well, I’m sure he 
did. I guess that anyone -- nobody likes being chased. 


PEtLim correct.immy assumption, the Cumberland Group 
Put fine itnresariisupmiss tnd din: April eon May and they 
certainly hadn't got a reply by September, and I was 
worried about this because one of the problems that 
wed had with IDEA Corporation during its early stages 
was its inability to take quick decisions and the 
resultant loss of prestige that it got with its client 
companies and, generally, with the financial community 
eszout~ its “abrlity™to deal witel things* wandesas 
perceptions “are ofven ,.realirey, Wn tie seilaort4 ioe 
Sotua hvons, (iy thought. it "verya mpontant “Cat equilexk 
answers were given; and my knowledge is that, when 
people are lookingggor money, sparticularly inghigh 
technology areas where products come and go very 
quickly, a "no" answer quickly is better than a "yes" 
answer a year from now; and that’s what I was concerned 
abouty sat -the- ‘concept of «servicerand the, concept fos 
government agency not being seen to be overly 
bureaucratic and too governmental. 


Now, I have every sympathy for Mr. Logan 
and Mr. Cannon because they were operating at a time 
when the’ PDEA Corporation's future*“was*unecrtaint 
Its staffing had been cut back, and I think they were 
heavily overworked, but that still didnt alter the 
fact that one still-expected a‘certain level of 
response. 


MR. WILDMAN: DOPsy OUT S* Ewa Swan 
administrative interest rather than a --- 

MR. BARNES: Absolutely; totally. 

MR. WILDMAN: --- a political one. 

MR. BARNES: Absolutely 

MR. WILDMAN: Byler ave te Just one 


hat influence, if 
further question. Can you tell me wi ig 
any, ace RE eta that was provided to you with 


regard to the background of Mr. Gray or Mr. Greenberg 
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had”on your 


MR. BARNES: Absolutely none. I mean, 
this *is.danuarya 1Os5e 

MR. WILDMAN: Przoritoythe: change sof 
government. 

MR. BARNES: Yesi@ lomean,airank byte. 


wouldnt have had any influence at any rate. I mean, 
we were judging proposals on the value of the proposal, 
-not on who brought it in. We were only interested in 
the, who, +> and»that. wasn t.my. job.) --; ingjtermsirof 
Management. That was IDEA’s job, not mine. : 


MR. WILDMAN: And just one further 
Matter,just-.£on the record:, What jini tuenceryoifirany, 
did. the)éact thatsMn., Scott .was involweds haveron iyou_ jor 
other members of the civil service? 


MR. BARNES: Absolutely none. It’s 
Juste = 


MR. WILDMAN: Because after all, that 
was before the change in government. 


MR. BARNES: Pwagrec ands had 
absolutely no influence on me whatsoever. I mean, we 
had been looking two years to get some sort of chip 
manufacturing capacity in this province, and we were 
frankly delighted to have what looked like a thoroughly 
competent proposal which met exactly our needs being 
put to us. We thought it represented a real chance for 
Ontario, so the personas are only relevant to the 
extent that they have a good reputation. Beyond that, 
I don’t give a damn who they’re connected to. That’s 
notimy =j0b. > Mynjobeisistomlooksa taGhescarcen ts... 


MR. WILDMAN: And you, again, have 
never received any calls from)anyoneymeithemuan any 
political situation --- 


MR. BARNES: I have never received --- 


MR. WILDMAN: --- on either Cumberland 
or Wyda. 


MR. ~ BARNES: Never received any 
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political pressure at all on them. Never. 
MR. WILDMAN: Thank you. 


THE VICE-CHAIRMAN: Thank "you, “Mr: 
Wildman. Mr. Ward. 


MR. WARD: Thank you. i” want “to 
return, I guess, to your opening dissertation about how 
different groups and individuals and organizations 
would make contact with you or with your office with 
regards to proposals, and I was interested in your 
comment that Mr. Fleischman described himself _as a 
FODbyist.°Is it fair to say that) Tover-theicourse GE 
your experience and your career, have you ever been 
contacted by somebody lobbying? i 


MR. BARNES: Iv Ssureur thave.CWl ems 
bound to happen to a person in my position. 

MR. WARD: Do any specifics come to 
mind? Any particular names? 

MR. BARNES: I’m often contacted for 
information. in’my cur Pent? “job MM mcontacted ior 
teeormataon.,all the time: Tt s not thatssort.o- 
context. I really don’t see it in that context. 

MR. WARD: I° don @ know Mr. Scott's 


background other ‘than“the fact’ that»he was, at one 
time, a Deputy Minister. 


MR. BARNES: Yes, he was. 


MR. WARD: What other involvement 
would he have provincially? 


MR. BARNES: He was a -- he worked for 
the provincial government. It was in that context that 
I knew him. 


MR. WARD: Is *he’=peliticaltly "involved 
ae all ? 


MR. BARNES: I can’t answer to that, 
but I understand he is, but im not an expert amon 
that. Well, I’ve read as everybody else has read. 


MR. WARD: Didn’t describe himself to 
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(Mr. Ward) 
yOu as ave-- 

MR. BARNES: He came as lawyer, I 
think from the same --- 

MR. WARD: --- Conservative’ Rackt 

MR. BARNES: No, he didn’t. He came 


as a lawyer from the same firm as Mr. Greenberg, I 
think, if I remember rightly. 


MR. WARD: He was involved, though, in 
the BILD application on behalf of the Cumberland Group. 

MR. BARNES: Yes; OD the Lsl, gihe. chin 
application. 

MR. WARD: Thank you. 

THE VICE-CHAIRMAN: Thank syou,” Mr. 


Ward. Any further questions from the members of the 
Committee? 


MR. PHILIP: I take it there were no 
New Democrats. ; 

THE VICE-CHAIRMAN: NOG wWeu: 

MR: PHI Live Sornyvs d Sj tet Ofe Pol 4 
Preele Vietuout. 

THE VICE-CHAIRMAN: MYr*% Pope. 

MR. POPE: Mapsey Catnanonn ®t si hv 


testimony, which you've indicated you read, indicated 
that the MITT was involved in an investigation on Wyda. 
Do you Know anything about that? 


MR. BARNES: No. I Saw at-one state 
he talked about the CAD/CAM centre doing an assessment. 
Is that what he was referring to? 


MR. POPE: lil MMretervyouwtvortthesJ uly. 
the, 3rdy4 1086,.transcript, pagey mle 


MR. BARNES: Lm sorry.» lL don t have 
SMCODY OL lt 
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THE VICE-CHAIRMAN: It’s on its way. 
MR. BARNES: Thank you very much, 
indeed. Page? 

MR. POPE; aie 

MR. BARNES: De. 

ae MR. POPE: Sorry, that’s the evening 

Srctcang. 

MR. BARNES: No =-dul ye@rrers nd 
evening sitting. There’s no evening. 

MR. POPE: Page: oo lywevening ear Ouote 
figs Cannons. Torhne best’ of my Peco! kection, he said 


that~he was involved with others from “MITT ‘on "the 
start-up of the investigatiwon--or Wyday butt lstdon<s 
“think he mentioned any specific names to me." 


MR. BARNES: Is that Mr. MacKinnon? 
MR. POPE: The reference to "he" is to 


Mr. MacKinnon. There’s a specific reference to "others 
Beco Mladic. 


MR. BARNES: No, ‘Duc Mr = Mackhinnom — 
isn’t he now the chap in charge of the ODC? 

MR. =POPE: weir 

MR. BARNES: One “thateswiiong after 1 
left. I have no knowledge of that at all. Im sorry. 

MR. POPE: You. dont. | Mavewuiny« 
knowledge of the MITT investigation? 

MR. BARNES: Nonrerrat sll: No, 
absolutely not. | 

MR. POPE: You werent consulted with 
apout it? 

MR. BARNES: No. 

MR. POPE: Well, you were involved at 


the time. Don’t you find that strange? 
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MR. BARNES: Prank) Vorel didn t- even 
remember I was involved at the time, as I’ve told you, 
sofrankly, nos. Iymean, if lecanjt, remember, I doubt 
if anybody else would know. There’s no record of my 
involvement at all. 


MR. POPE: Well, your name has been 
Gererrvea co at. -—— 

MR. BARNES: Yeahye«by :Mr... Cannon. 

MR eb iss Reg nite Oey et en mien) Ba 
Corporation, staff: 5 

MR. BARNES: Phatec right. 

MR. ‘POPE: There was an investigation 


going. onvatwMLETs Whyiwouddn t wthey.call won and ask 
you -for; youn recoltection?2 


| MR. BARNES: I can’t honestly answer 
that. I wasn’t called. I have no knowledge of it at 
all. 


MR» ROPE: Thank you. 
CHE VICE-CARTR MAN: THanks V¥0u,. Mr. 
Popéss + Li therewaremoghurthernquestronsyell. might just 


ask one or tCwoyinlinul may . 

MR. BARNES: Yes, Mr: Chairman. 

THE VICE-CHAIRMAN: Mr. Barnes, were 
you.-contacted ;concerning the rrepanation,sof sbhe 
Premiers statement to the House at all? 


MR. BARNES: ' Sorry. What statement? 


THE VICE-CHAIRMAN: The Premier made a 
statement in the House after the question had arisen. 


MR. BARNES: No. 
THE VICE-CHAIRMAN: You were not. 
MR. BARNES: No. 


THE VICE-CHAIRMAN: At any time. 
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. MR. BARNES: The first knowledge I had 
of any involvement at all is whenjPePethi nk; SI teotea 
CalivironryMr FArnote, 1 think, saying that I was going 
to be called in evidence. This was the first contact I 
had or knowledge I had of any involvement whatsoever. 


THE VICE-CHAIRMAN: Ateany Atamee prior 
to this matter being raised in the House, did you ever 
discuss this matter with Mr. Kruger? 


MR. BARNES: No. 

THE VICE-CHAIRMAN: Anyone else in the 
Premier’s or Cabinet office? 

MR. BARNES: The’ Wyda'~ matter / >No, 
Absolutely not. No. 

THE VICE-CHAIRMAN: Absolutely. 

MR. BARNES: No. 

THEY FCE-CHATRMEAN. Okay. Thank you. 


If there are no further questions, we thank you, Mr. 
Barnes for your testimony. 


MR. BARNES: Thank.«you,,4Mrea Chairman. 
Rian ou, it .« Beli-. 

Mae BELL: Thank you very much. 

THE VICE-CHAIRMAN: The next witness 


is Mr. Pat Parikh. He is present? Mr. Parikh? 


MR. BELL: He’s just out in the hall, 
T4think) “with ‘Ars counsel’. 


THE VICE-CHAIRMAN: Perhaps we 1l take 
a two- or three-minute break until the IDEA people come 


wingtips 
---Brief recess. 


VasOP Dis. 


THE VICE-CHAIRMAN: . The next witness 
to appear is Mr. Pat Parikh. Mr. Parikh? 


MR. PARIKH: Yes. 
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THE AVECE-CHALRMANS Thank Cyow , es Er. 
Nowewe ve. lost :counsele../ Tf you Mieinet beywatrentiro.r 
a moment or two, gentlemen, and we1l be right under 
way. Perhaps I could get the Clerk to administer the 
Gat iMrie, Pari kh. 


Mr. Parikh sworn. 


MR. BELL: Mr.«Parikh,,. before 1, begin 
with questions, as I’m sure it’s been explained to you 
by counsel for IDEA Comporationys youmaname and your 
involvement was discussed by other IDEA people last 
week when they appeared before the Committee, and the 
purpose of your attendance this evening is to get from 
you directly, spmpPithe natume andMwextent of your 
involvement, and I propose, in reviewing that with you, 
to have you have before you the "IDEA documents," so- 
called; and I’m going to go through a number of those 
documents with you and just review matters. 

Wouldsyou turnito ‘tabsnumber 2.) First. of 
all, would you indicate for theymecoRrdpssir, awhats 
your position at Wyda during the material times of this 
inguipysothateds, Auguetyd PsS5teonguners0, 1986, what 
your position was within the company? 


MR. PARIKH: heWoSee == 

MR. BELL: I’m sorry -- IDEA. I have 
done that before and Ill do it again. 

MR. PARIKH: I was senior manager in 
the company. 

MR. BELL? I beg your pardon. 

MR. PARIKH: I was a senior manager in 
the company. 

MR sf BELL: Wat btw. octet Speci isc 


responsibilities; -siv? 


MR. PARIKH: Well, responsibility of 
looking and reviewing investments incoming proposals, 
and also I was involved in another program which had to 
do with universities. 


MR. BELL: All right. We have heard 
from Other {witnesses ihehat —-- sFanaivitiknow Lm 
oversimplifying it, but there,;wasea group of people 
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that were under Mr. Cannon’s direct Supervision and 
control and there were a group of people that were 


Unaery Mrv=*bogan’s direct SUPerVMSTON “ald eCOoMmtron: 
Where were you? 


| MR. PARIKH: At the beginning of the 
period in which this proposal came in, I was working 
with Mr. Cannon. 


MR. BELL: And did you subsequently 
move over to work with Mr. Logan? 

MR. PARIKH: That ‘s right. : 

MR) BELLE: Did “that “shire “have 
anything to do with Wyda’s application? 

MR. PARIKH: No. 

MR. BELL: Would you turn to document 
number 2, Sir? Do you have that? 

MR. PARIKH: Less 

MR. BEG We have heard from other 


witnesses that this document was reviewed among others 
Dy vy ouron or about the ddte of SHOrtly latter, [hetdace 
that it was received. Can you confirm that? 


MR. PARIKH: Yes, Sir. 


MR.” BE lite Gan you tell us more 
precisely when you did first receive and review that 


document. 


MR. PARIKH: It was in my in-basket on 
August 16th. 

MR. BELL: From whom? 

MR. PARIKH: Cane, throughs the 


secretary of Mr. Cannon, but it was in my in-basket. I 
don’t know who personally brought it, whether its the 


eG Aslan sa} iets 


MR. BELL: No, I mean who directed it 
be sent to your in-basket. 
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MR. PARIKH: It was Mr. Cannon. 


MR. BELL: And what did you do with 
this document when you received it? 


MR. PARIKH: I did exactly what I had 
been doing for the last three years. I had worked for 
IDBA since July 83... 1 looked at the proposal quickly 
to just try to understand what the proposal was all 
about, and you know, decided in my own way, certain 
criterions for investment, what I had todo in order to 
go irurther. 


MR. BELL: All right. If I may just 
take you forwarda little, would you turnto tab number 
42? Do you have that document? 


MR. PARIKH: Yes. 

MR. (BELL: Camnouwwconhinm thawithat 
is a memorandum prepared by you on or about its date? 

MR. PARIKH: That isirrignt,. 

MR. BELL: Does that represent what 


you did withsthe proposal after wousreceived 1t2. 


MR geAR LRH: Yeahs uThati was my Linst 
SUD OPsthempropo sai. 


MR... BELL: Al lee, ght Can we flip 
back=jtomtwo for a moment “andywould you “turnesco the 
second page of the Committee’s material, and you'll see 
under article 10.0 there is a reference to Mr. Caplan. 
Do you see that? 


MR. PARIKH: Yes. 
MR. BELL: Does that represent the 


firsteitimetsthatwmyon became aware of, Mr.» Caplan<s 
association with Wyda Corporation? ~ 


MR. PARIKH: ihat socwauts 

Mia eBE LL: Would you turn to the next 
document? This is a resume of Mr. Caplan. The next 
document.in this part -- do you havesithat? 


MR. PARIKH: Yesessrre 
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MR. (BELL Does that represent,:when 
you reviewed this document, the first time that you 
became aware of the detail of Mr. Caplan’s resume as 
set out there? 


MR. PARIKH: That: Ss ¢rione. 


Mi. 2B ED Ls Ree Sr 2 6 tt < Dvd POU 
subsequently become aware of Mr. Caplan’s association 
with Elinor Caplan? 


° 


MR. PARIKH: Subsequently, much later. 


MR. BELL: All right. When was that 
“much later" or do you want to wait till we go through 
a hg 


MR. PARIKH: i Awowldfhave 6° “ehaink 
about that. 


MR. BELL: AL bess ght? Turn vosatem 
number 4, sir. The second page of that document -- are 
the three paragraphs that you have set out here as per 
Mr. Caplan =-~does*that.aniormation come iso lely -fro0m 
the content of the business plan, tab number 2? 


MR. PARIKH: Did hear that you said 
civee -paragrapns O1rchey-—— 

MR. BELL: Page 2 of the September 9th 
memorandum. 

MR. PARIKH: Yeah. 

MR. BELL: You have three paragraphs 
under Mr. Wilfred Caplan. 

MR. PARLE RA Thate°s* notqt— any 
interpretation is there was only one paragraph under 
Myr Caplan: I guess *theBe* PsP a. typo. 0 Yan othe 
iO bei aaa 

MR. BELL: Don’t worry. Whatever is 
under Mr. Caplan. 

MR. PARIKH: That “Ss one paragraph. 

MR: - BELL AA’ seigqh &s Did the 


information in that section come entirely from the 
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information you reviewed in the business plan, tab 
number 2? 


MR. PARIKH: Absolutely. 

MEvS BELL: Adalrerighue The last 
sentence: of that 4paragraphat?tpage 2,myoulindicate 
something. You attribute some information as to by 


whom it’s controlled to Wydazo Did dthatycome \from their 
business plan? 


MR. PARIKH: No; Jit was just, the name 
of. the .company' .LtseLf puzzled imme; Lil isays,iav"Wyda 
Systems Canada Incorporated"; and in the previous three 
years, we had some problems with companies with "Canada 
Incorporated" because one never knows whether the 
company’s of Canadian origin, and our mandate was to 
invest in companies particularly Ganadi an, 4Ontat,.0- 
based companies, so I was particularly perturbed about 
the name and I was going to check up into that. 


MR. BELL: Well, you indicate in the 
last <sentence,-that. 01,7 plan.qto,.obtain, furthes 
clarification regarding ownership. My question is did 
you and what was the result of that effort? 


MR. PARIKH: The result of «that effort 
was that they confirmed to me that this was strictly 
Canadian company and also that it was a Ontario- 
incorporated company to me. 


MR. BELL: What was the nature of your 
inquiry in that regard? What did you do to satisfy 
yourself? 


MR. PARIKH: I asked the president of 
the company about clarification and, somewhere along 
the line in this thick file we have, he confirmed that, 
yes; tLeawas, ‘andid yrook» hirsawordwtoy ite 


MR eee BEL is And this was a discussion 
sometime after September the 9th. 

MR. PARIKH: Thats right. 

MR. BELL: Ai Matgqht ne twWould you turn 


to: page, 4 of sthat memorandum,:ssir,s under item 8, 
"Recommendations." Do you see that? 
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MR. PARIKH: Yes, sir. 

MR. BELL: Kim atgoi w¢ 7 ta b irsteo amy 
terminology again: the second paragraph, starting, 
"Apparently this company." Do you see that? 

MR. PARIKH: Yes;°Sir® 

MR. BELL: L beg}youk tpardon . 

MR. PARIKH: Yes, I®sees1t: 

MR. ‘BEL: Ad 1° Srageni te Is-the 
conclusion as for the backing of that company, first of 
al =="ys *that*your ’conelusion? 

MER PSP ARG HE: it mtsednstherswonrd 
"apparently" to suggest that it was a speculation on my 
part. It's not"a conclusion. U°My *conclusi oneweceine 


Mr. Blakeley wanted to review this assessment with Mr. 
Peter Barnes after it was completed. 


MR. BELL: Okay. ‘Let “s hold on that 
for a moment. Let’s just talk about the first phrase. 
Whatever you describe it, what was the basis of your 
description of the persons who backed this company? 


MR. PARIKH: I was told that, amongst 
some "of the®financirers;, “there wasta’ qentbbemansby*the 
name of Mr. Leo Gray, who I have heard had relationship 
working with the federal government for ten years, so 1 
knew that he was a:prominent person and prominent 
financier. 


MR. BELL: And who told you that? 

MR. PARIKH: One’ of the venture 
analysts at IDEA. 

MR. BELL: - Who was that, sir? 

MR. PARIKH: DAEhink See was Srunoe 
MaruZZzo. 

MR. BELL: Ga nisyomlr ecanler tire 


circumstances of that discussion with that gentleman 
before you prepared this memorandum? 


MR. PARIKH: The Honlyeething \P can 
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recall is that I had talked to Bruno, being he was of a 
technology person, and even though I was the project 
manager for) the proposal, I keptyhim anformed about 
what I was doing and got his reactions in terms of the 
technology, and in that process, somewhere along the 
line, he told me about the fact that this was a company 
that was backed by prominent people. 


MR. BELL: Ag iver i curt. You ve 
Pal ca cen —— 

MR. PARIKH: Ltieai di not make camy 
difference to me. | : 

MR. BEIIN: "Sy Siipeel Menota suggesting 
otherwise, Im Jwse trying to gee the tacts as: you 
know them and can recall them. Did he indicate any 


other name than the individual whom you've just 
mentioned? 


MR. PARIKH: I’m not sure, but I think 
there may have been a mention of the Cumberland Group. 

MR. BELL: Aeisly Pra ghite I guess my 
question should be: How many people were you referring 


to in the phrase "prominent people"? 


MR. PARIKH: ion eis Cait anki ng. = The 
prominent people in my mind were financiers like Mr. 
Gray, but I don’t have all the names because I did not 
know and Mr. Blakeley had not told me about it. 


MR. BELL: Was Mr. Caplan one of the 
prominent people you were referring to in “this 
sentence? 


MR PARI KH: No. I was not. I was 
not referring to Mr. Caplan. “I “was@rerer pings 
financial people, people who would make investments in 
other companies. 


MRig BELL: All right. Now, the next 
part of that sentence, starting, "Harold Blakeley wants 
to review this assessment with Peter Barnes after it is 
completed" ywhostolagyou that? 

MR. PA Kies Mr. Blakeley. 


Mii E eas When? 
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MR. PARIKH: Sometime during ‘that 
early September ‘85. i 


MR. BELL: Didehe.«tel leeyou. ewhysshe 
wanted to do what’s indicated in this sentence? 

MR. PARIKH: No. 

MR. BEET: Did you ask him? 

MR. PARIKH: No. He was the boss. 

MR. BELL: Good answer. The-last 
sentence: "He asked me to keep him informed regarding 
our review." Did you do that? 

MR -PARLRE:s Yeah. 

Mies Beige Don youl iknowganth bie saad 
review that assessment with Mr. Barnes? 

MR. PARLKH: LAdornot yitnow sthate 

MR. BELL: Did you ever ask him? 

MR. PARIKH: Noss ; lsnormally sdonsmmsk 
my boss what he does. 

MRe, BELL: AdidarightyaciAmother good 
answer. 

MR. PARIKH: Thank you. 

MR. BELE: This is) ithe pertodsup te 


March the 6th, 1986, Mr. Parikh. This is the time 
frame for the next question I’m going to ask you. Did 
you discuss that paragraph with anybody else at IDEA 
other than Mr. Maruzzo and Mr. Blakeley? 


MR. PARIKH: Not that I remember. 


MR. BELL: The next sentence, you Say, 
"Perhaps this project should be handled by the 
Innovation Assistance Department." Why did you make 
that comment? 


MR.  PARIKH: Because, about a few 
ly reorganized and 

months before this, IDEA was completely 
we had two groups. One was the group that Mr. Cannon 
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was supervising and another one was the one that Mr. 
Logan was supervising, and Mr. Logan was supervising 
the conceptual early concepts that came from university 
professors and entrepreneurs; and it seemed to me that, 
since this was a very highly conceptual, very brilliant 
project, that it fell more in Mr. Logan’s department 
than some of the investments Mr. Cannon was making in 
existing situations. 


MRO Br Lie RIS st Ol Comer ele COL rec « 
that, up to the time you prepared this memorandum, you 
had one discussion with Wyda’s president? 


MR. PARIKH: Yes, but over the phone. 


MR. BELL: Ald Gitght.’ +Fse=that the 
only communication with Wyda that you had other than 
the®recempt of thesbusiness plant+in tab 2) "upto that 
point in time? : 


MR. PARIKH: Yes /''sir 


MR. BELL: Now, I understand that 
there was, subsequent to your memorandum, a meeting 
arranged at the offices of Wyda, and I believe the. 
evidence is correct it was a meeting that Mr. Maruzzo 
and you attended at Wyda’s offices, sometime, I 
believe, around”October ‘the 3rd “Can*®yourconfsaim that? 


MR. “PARI KE? Yeahs “I arranged =thae 
meeting. I wrote to Mr. Dobzinski, thé’ president of 
Wyda, and said that I would be coming over at 9:00 on 
October 3rd, and Mr. Maruzzo would be accompanying me. 


MR. BELL: What was the purpose of 
that meeting? 


MR. "PART KH: The purpose of the 
meeting for me to go to the next stage of our screening 
process. The first "document*#tnat-+' prepared in 
September was strictly what I found without spending a 
lot of time reviewing the business plan that was sent 
to us. From there on, I was going to proceed to make 
further detailed assessment of the proposal, and since 
I had to go and go to =—' this was a normal Youtinfie? we 
had with all the proposals. "lf 1 passed through ithe 
first hurdle, then you would go to the next step of 
going and visiting the person who sent us the proposal, 
his organization, -review “nitsSorganszation, trys ta 
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understand more. 


MR. BELL: DO“ VOU, Fas a Nat eer nor 
practice, follow a set procedure for such a first 
meeting? In other words, are there certain minimum 
things which you want to do and you want to discuss 
with the people with whom you meet? 


MR. PARIKH: YesreMyvYourget a feeling 
when you've seen sO many proposals. Like, I must have: 
seen over 2,000 proposals in three years, so you get a 
feeling about what you really were looking for,;siwhat 
are weak areas,” what are the strong areas im tne 
Peoposal; “and "so™you Set ipjeayou sakinow, certain 
questions; and the reason I took Mr. Maruzzo with me 
and said to Mr. Dobzinski I was going to take him was I 
felt that I had “to: first'get "a cleéartideaver whether 
this was somebody’s dream or was this a reality, 
whether there was some merit in this concept of the 
technology. 


Me oss And from your standpoint, 
Sir, what did you want to accomplish by this meeting? 


MR. PARIKH: Well, my own personal 
target was to assess Mr. Dobzinski as an entrepreneur, 
whether he, to me, represented somebody who could bring 
this company to the glory that he had represented us in 
his business plan, which was rather ambitious. 


MR. BELL: How long did you spend at 
Wyda on that day? 

MR. PARIKH: eet 1 nike Wes bDrok cas 
around 2:00. 

ME> *BEGE: And what time did you 
Sart. 

MR. PARIKH: Nine o’clock. 

MR. BELL: Whom did you meet with? 

MR. PARIKH: Mr. Dobzinskt Tane whvs 


executive assistant, a lady whom I had been talking to 
before over the phone about making arrangements and 
Making sure thet, you Kiow, we Were COM. 


MR. BELL: Did you meet with Mr. 
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(Mr. Bell) 


Caplan that day? 


MR. PARIKH: No. 

MR. BELL: Did you ask to see Mr. 
Caplans thar eday, 2 

MRaa PART EH: Nowe? de badgno reason (tO. 

MR. BELL: Was Mr. Caplan -discussed 
that day? 

MR. PARIKH: Not abhatwl wecali. 

MR. BELL: WO) dayouu tr netoutab. 7 ot 


thes I DEA. materialvaMrn.PamaknpeanG adabne. 2.0 Wounave 
that document? 


MR. PARLE: Yes, sir. 


MR. BELL: And again, can you confirm 
thatythiswis.your, memorandum. prepared by -yvou 7on Or 
about its date? 


MR. PARIKH: Theta tS LOE 


M Rog Bi la lags Does it represent the 
extent of yVoursetGBortsiup.<toO.Ciatsepoint.io Lime acwper 
Wyda’“s application? 


MR se AR LK: That. Sor ions. 


MR. BELL: Are you able to assist: 
Between the October 3rd meeting that you told us about 
and January the 6th, when you prepared this memorandum, 
how many meetings did you have with Wyda? 


MR. PARIKH: I had two meetings with 
Wyda and perhaps many phone calls with Mr. Dobzinski. 

MR... BELL: How many meetings did you 
have win inet inven vad WitheMiecCap lan: 

MR. PARIKH: None. 

MR. BELL: How many discussions did 


you Nave in that interval withwMr. Caplan: 
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MR. PARIKH: None. 

MR. BELL: Could you turn to the 
fourth page of this memorandum? 

MR. PARIKH: Yes. 

. . MRozo BELL: Under the heading, 

"Financial Plan." Do you have that? 

MR. PARIKH: Yes sesir. 

MR. BELL: Well, I°11 wait until you 
get to it. Do you have that page 4? 

MR. PARIKH: Yeah. 

MR. BELL: It’s been the evidence, I 


believe, of Mr. Logan.that, under the three items of 
information that IDEA, or you as the author of this 
memorandum, were waiting upon. Mr. Caplan was to 
provide that information for the first two. Are you 
with me? 


MR. PARIKH: Yes. 


MR. BELLE: Thatoriiss benefatiacoss 
analysis and detailed assumption of the financial 
Forecast, and syouthlifsee atthe! bottom of this 
financial plan. part,;the refernencedta@ Mr. cSapien 
answering some of these questions next week. Do you 
know, did anybody at IDEA make a specific request 
directly of Mr. Caplan before your memorandum for that 
information? 


MR. PARIKH: Not that I know of. 

MR. BELL: Your evidence is that you 
afdn, ti 

MR. PARIKH: Yeah. My talks were with 


Mr. Dobzinski, the president, and he said that these 
questions that I was raising, only Mr. Caplan could 


answer. 

MR. BELL: Is that how Mr. Caplan’s 
name came to be associated with this information by 
you? 
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MR. PARIKH: The fsisricght. 


MR. BELL: Was that a meeting or a 
telephone conversation that you had with Mr. Dobzinski 
in that regard where Mr. Caplan’s name was raised, if 
you know? 


MR. “RARIKA: Lathenk @Mat that was a 
meeting with, Mr. Débzinskisfandy lothinkzet=thatatame 
perhaps I was introduced to all the people in the Wyda 
Corporation, ,alljthe,key peoplejxzathwthe technology 
people and all the other people. 


MR. eBE Rie And that wasea meeting -at 
the Wyda offices? 

MR. PARIKH: Yeah. 

MR SABE iis: Were you introduced to Mr. 


Caplan at that meeting? 


MR. PARIKH: Yeah, and Mr. Dobzinski 
said, "Parikh has all these questions and you two get 
together and answer his questions." 


MR. BELL: Didt thateimeeting occur, 
Sir, before or after the new year? 

MR. PARIKH: After the new year. 

MRie BELL: i faa Didicou i@pathatomeeting 
have any specific discussions with Mr. Caplan? 

MR. PARIKHs: Oh, yes. 

MR. \ BELL: What did those discussions 
relate to? 

MR. PARIKH: Related, basically, to 


the three points that I raised about the assumptions of 
the financial forecast and how come Wyda was defining 
the ‘generalofinancials nootsate ima wnowingsibussaness) 
because it was very strange, the financial forecast. 


MR. BELL: And what did Mr. Caplan say 
toryou "in that regard? 


MR. PARTKH: Well, he gave me a whole 
list of the assumptions and explained to me why they 
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did not need more money for growing the way they:were 
going to grow; and I got a feeling that he was 
basically taking information as far as forecasts, sales 
forecasts, were concerned from marketing group and, as 
far as the expenditures and the financial information 
from Mr. Dobzinski and that he was really not making 
those decisions himself. He Swaso relyamg ongiohose 


people and he was just comordinating thevifanancial 
planning. 


MR. BELL: When did Mr. Caplan answer 
SeNCs. Ol these Questions, as you indicate in! your 
January 6th memorandum? 


MR. PARIKH: Sometime around January 
Zon. 

MR. BELL: Was that done in a meeting 
or in telephone discussions? 

MR. PARLE: NO; NOws Lt hiaseinesas 
meeting. 

MR. BELL: And where did that meeting . 
take place? 

MR. PARIKH: As far as I remember, I 
went to Wyda. 

MR. BELL: Did anybody else go with 
you? 

MR. PARIKH: No. This was strictly my 
questions, so I didn’t have anybody go with me. 

MR. BELL: Did you meet only with Mr. 
Caplan? 

MR. PARIKH: For -this, yeah. This was 


strictly a meeting related to understand the forecast 
that they had sent us and what was the logic behind 
them and what were the weaknesses. 


MR. BELL: And as a result of the 
information he gave you, did you then gain an 
understanding that you didn’t have before? 


MR. PARIKH: Thatess, rognt:. 


=~ 
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MR. BELL: And what did you do-with 
that understanding? 

MR. PARIKH: I came to the conclusion 
that the forecasts were very optimistic, and therefore, 
I decided that -- by that time we had the technology 
assessment done. It was a very positive report by the 


CAD/CAM centre, Ontario Government CAD/CAM centre, so I 
felt a definite need for getting a market assessment so 
that we’re making sure nobody was dreaming in 
technicolour. 
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MR. BELL: Another good answer. Sir, I neglected 
to refer you to Tab Number 5 in this material. Would you 
turn to that Tab? When did you first see this document? 


MR. PARIKH: I think this morning? 
MR. ARMSTRONG: Before today, or just today? 
MR. PARIKH: Just today, today. 


_ MR. BELL: All right. Did you ever have any discussions 
with either of Messrs. Blakeley, Cannon or Logan about the content 
of this document, before today? 


MR. PARIKH: Nos 


MR. BELL: Now, would you turn to Tab Number 9, sir? 
Now, that has been identified already as the Venture Summary 
that was prepared for the Board of Directors meeting to 
consider the investment by idea in the Wyda Company, and there 
are certain extricated sections, and I won't--I don't intend 
to deal with those, but did you have a hand in the preparation 
of this document? 


MR. PARIKH: tJ.dad ttpallw.+itsspentpfounscagburdays 
and five Sundays, in total. 


MR. BELL: That is a hand. Prior to the preparation 
of that document, now, have you told us about all of your 
meetings or dealings with Mr. Caplan? 


MR. PARIKH: More or less. 


MR. BELL: All right. Are you able to indicate, sir, 
whether any of the information or material given to you by 
Mr. Caplan is contained in this document? 


MR. PARIKH: As you said, there is a lot of portions 
of this document have been taken out, and it is kind of 


diffticult==- 


MR. BELL: And I don't want you to disclose those, 
but I guess, from your best recollection of what those blanks 


Giser. 


MR. | PARIKH:s iI. think.as,Jd, have suggested, I was not . 
impressed with the financial forecasting in terms of the reality 
of life, and so, some of the missing portions compare what Wyda 
had proposed in terms of reaching their targets, sales targets, 
and revenue targets, and expenditure targets, and I had 
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developed myself a model, based on a successful company, in 
a similar business, and so basically, I discounted most of 
the stuff that Mr. Caplan had given me, and I had developed 
my own scenario of what Wyda would look like, which is what 
you have presented to the Board. 


MR. BELL: All right. You will agree with me that 
this Venture Summary recommends an investment of what, in 
Wyda; correct? 


MR. PARIKH: Yes. 


MR. BELL: And does it recommend an investment in 
Wyda, subject to certain conditions, of $3,000,000? 


MR; PARIRKH: That is rights 

MR. BELL: Now, can you help the Committee; as far 
as you and/or Mr. Logan are concerned, when did you formulate, 
in your minds, the substance of that recommendation? 


MR. ARMSTRONG: Well, first of all--excuse me--did 
you, were you involved in the formulation of that? 


MR. BELL: All right, that is a fair question; were 
you involved in the formulation of--= 


MR. ARMSTRONG: ---of the final sum? 


MR. BELL: ---the recommendation before this document 
was prepared by you? 


MR. PARIKH: I was involved in the ballpark investment 
figure, right from day one, even before Mr. Logan came to the 
picture;,”"on this* cone 

MR. BELL: No, I want you to understand very clearly 
and carefully my question; the decision to recommend an 
investment in Wyda, are you with me? 

MR. PARIKH: Yes. 

MR. BELL: Were you part of that decision to recommend? 


MR. PARIKH: Yes, that was my decision. 


MR. BELL: Did you formulate that decision, and then 
communicate that in some way to Mr. Logan? 


MR. PARIKH: Yes, by Venture Summary. 
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BELL: All right. When did you formulate that 
-S my first question? 


PARIKH: Well, about a couple of weeks before - 
1lized. 


BELL: Would it be, for sake of--- 


Sh ees Two or three weeks before that document 


BELL: Well, for sake of a date, can we say the 
January? 


PARIKH: That is a good date. : 


BELL: All right. When did you communicate that 
? 


PARIKH: There was no written communication. It 
discussion. We had a good technology assessment; 
j market assessment; the revised financial forecast 
2nse; we would have a good return on investment, 
were going to have a Board Meeting in February, 

dactig 


BELL: All right, but when did you have that 
int ep ees 


PARIKH: Sometime in January, you know, end of 
ly--you see, that is when I ended up working 
d Sundays. Sometime about the third week of 


BELL: From the time you formulated that decision 
recommendation, as in the Venture Summary, did 
il you prepared the Venture Summary? Or, let's 
until its date, February the 12th, did you have 
etings or discussions with Mr. Caplan? 


PARIKH: Not me. 


BELL: Do you know if anyone ekse(didptat- IDEA, 
short interval? 
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MRS BELLY “Ald ’right»tijdon “tawanteyou -ctemspeculate. 

MR. PARIKH: Okay. 

MR. BELL: All right, were you in attendance at-- 
well, first of all, what did you have to do with the 
preparation of the February 19th Board agenda, if anything? 

MR. PARIKH: Nothing. 

MR. BELGE Al Veuignt., Did you understand that your 
Venture Summary was going to be considered by the Board on 
February the 19th? 

MR. PARIKH? @NOt-<then: ? 


MRYCBELL? ‘Ala ‘right ..etkt wasn't consadered then, 
but it was considered on March the 6th? 


MR. PARIKH: That's right. 


MR. BELL: All right. Were you in attendance at that 
meeting? 


MR. PARIKH: *7invthetMarch; yes: 

MR. ‘BELL:) © On™March+ the ‘oth? 

MR. PARIKH: Yes. 

MR. BELL: And, can you recall in that meeting when 
during the preparation, Mr. Logan made reference to Mr. Caplan, 
and his association with Elinor Caplan? 


MR. PARKIH: Yes. 


MR. BELL: Does that represent the first time that you 
became aware of that association? 


MR, PARIKH: No, I became associated about--- 

MR. BELL: No, you became "aware". 

MR. PARIKH: -=--aware. Somewhere along the line, in the 
Globe and Mail there was an article about Mrs. Caplan, and that 
was my knowledge of the association. 


MR. BELL: And when did that occur? 


MR. PARIKH: I don't have a date. Sometime--- 
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MR. ARMSTRONG: Well, don't guess. 


MR. PARIKH: You know, sometime in Canly-=hs oy Acie would 
say. 


MR. BELL: Well, before or after the last day of 
January? 


MR. PARIKH: Oh, I couldn't tell you that. We were 
quite popular, and there were so many articles coming in the 
Globe and Mail. 


MR. BELL: Who was--well now, don't lead me into 
that. Can you recall, sir, when--can you recall with some 
precision the date that you became aware of that association? 

MR. PARIKH: I cannot tell you with any precision. 

MR. BELL: Okay. Now, can you turn to Tab Number 15. 
Mr. Logan testified this his note, and I am interested only 
in the very first item, as for the advance, and his reply 
in the negative on the 19th of March '86. 


And my question; did you have any discussion with 
Mr. Logan, respecting this exchange between him and Mr. Caplan? 


MR. PARIKH: Yes, he mentioned to me, sort of, in 
passing, that there was a request, and what did I think. 


MR. BELL: And what did you tell him? 
MR. PARIKH: I said we shouldn't. 


MR. BELL: Did you know from Mr. Logan, or otherwise, 
what the intended use of the money was? 


MR. PARIKH: No, I did not know the details. 

MR} BELL? OfAPD rights .iWouldtyoultturn tosthiernexc 
Tab, sir, Number 16. First of all, let me ask you; were you 
involved at all, from March the 6th, until April the 18th, 
the closing of the deal; were you involved at all in that 
process; the implementation of the Board's decision? 

MR. PARIKH: I was not involved. 

MR. BELL: At all? 


MR. PARIKH: I was not involved at all. 


MR. BELL: All right. 


MR. PARIKH: In implementation, as far as the 
negotiations with Wyda. 


MR. BELL: Were you involved at all in the circumstances 
around the exercise by IDEA of the option for the second part of 
the financing? 


MR. PARIKH: I only found out about it, as a sort of a-- 
I was not involved. I only found out about it, after it happened. 


MR. BELL: All right. Were you in attendance at the 
February 19th meeting of the IDEA Board, when Mr. Kruger attended 
to announce the cabinet's decision as for the future of IDEA? 


MR. PARIKH: I listened to Mr. Kruger. Whether he 
talked to somebody else before that, I do not know. But, Mr. 
Kruger came and told us about it--and I was there. j 

MR. BELL: And that was the February 19th meeting? 

MR. PARIKH: Yes. 


MR. BELL: Do you recall a question being asked by 
someone from IDEA, I believe Mr. Blakeley, about the status 
of proposals for investment, that had not been considered 
then by the IDEA Board? 


MR. PARIKH: Yes. 

MRe«BELL:+ AlLlornight. #Can. youxrecall, what Mr. Kruger 
indicated at that meeting? Or, what your understanding was of 
what he indicated? | 

MR. PARIKH: «Il recall’ him saying that until) Junes30th, 
the business, as usual, would continue, except for anything 
totally new. 

MR. BELL: All right. Was it your understanding that 
the IDEA--the proposal for investment in Wyda was something 
that IDEA could proceed to process, as per your Venture Summary? 

MR. PPAREKH: ‘Thataius right, 


MRa BELL? #Albleprohtagi bid you Know, or have ‘any 
understanding as to the source of IDEAs funds for that investment: 


MR. PARIKH: Do you mean the Innovation Fund? 


MR. BELL: Well, where the money was going to come from? 
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MR. PARIKH: Yes. 


MR. BELL: Did you have an understanding of where 
that was? 


MR. PARIKH: Yes. 


MR. BELL: What was it? Or, where was it, from your 
understanding? 


MR. PARIKH: Well, we have a fund, an Innovation Bune, 
where such Projects~-money for such projects came out One 


MR. BELL: And, was it your understanding that there 
were funds sufficient there, for the Board to exercise its 
discretion to invest the $3,000,000? 


MR.s-PARTKH: 4;Oh,, «yesi. 


MR. BELL: Okay. Now, you may need some assistance 
from Mr. Armstrong to answer this question; other than what 
you have told us, up until March the 6th, 1986, the date that 
the Board approved the investment, did you have discussions 
with anybody in or connected with government, respecting 
Wyda's--respecting the matter of IDEA's investment in Wyda? 


Up until March the 6th, 1986, did you have any 
discussions or dealings with anybody in or connected with 
government, respecting the investment by IDEA in the Wyda 
Corporation? 


MR. ARMSTRONG: Other than what you have already 
said. 


MR. BELL: Other than what you have already told 
this Committee thus far this evening. 


MR. PARIKH: When you mean "government", you mean 
the rest of the government, Ministry, or--no, I had, no--I 
had no contact, or discussions. 


MR. BELL: Did you have discussions with--other 
than those that you have described, or that you may have 
had, with persons within the Wyda Corporation, and with 
persons within the IDEA Corporation, including the two 
consultants retained? Are you following me thus far? 


MR. ARMSTRONG: I am afraid I am not. 


MR. BELL: setilterighthiothersthansany discussions that 
you may have had with the following persons; those within the 
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Wyda Corporation; those within IDEA Corporation, your colleagues, 
including the two consultants that you retained for the purpose 
of assessing; and other than legal counsel that may have been 
retained by either of IDEA or Wyda; other than that class of 
individuals, did you have any other discussions with anybody, 
respecting this investment? 


Mw ePAREKE iw Yes. 
MR. BELL: : Who? 


MR. PARIKH: I had contacted a lot of people I know in 
the Venture Capital community to interest them to invest the 
balance of the monies that Wyda required, and I had sent out 
half a dozen business plans to various people that IT had 
screened out from the Venture Capital, and so I was in touch 
with them, and trying to get their reaction, trying to get 
them interested, letting them know what was happening at 
IDEA, in terms of our involvement. 


MR. BELL: I see. IS it accurate to say that those 
efforts that you made did not result in the acquiring of 
Venture Capital from those sources? 

MR. PARIKH: Yes. 

MR. BELL: Those are my questions, Mr. Chairman. 


THE«V DCE]|CHAT RMANSS e@Thankesoug Mie Beld «4 Mo Pope: 


MR. POPE: You indicated you knew Leo Gray from 
federal government days? 


MR. PARIKH: Mr. Herb Gray. 
MR. POPES? )Oh,.feimisorry. 


MR. PARIKH: He was our minister when I was in the 
federal government for two years. 


MR. POPE: He was your minister? 


MR. PARIKH: When I was with Industry, Trade and 
Commerce in Ottawa. Before I came to IDEA, I was working for 
the federal--I am a career public servant. 


MR. POPE: Yes, and Herb Gray was your minister. I 
wasn't asking about Herb Gray at all. What I was asking about 
was Leo Gray, who we were talking about as part of the 
Cumberland Group, and you replied that you knew Leo Gray 
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from federal government days. 
MR. PARIKH: And that is where the confusion--- 
MR. ARMSTRONG: I think there is a bit of confusion. 


MR. PARIKH: Yes, I meant that I know about Mr. Gray, 
Herb Gray, and Leo Gray was a prominent person, because Herb 
Gray was a prominent person, in my eyes, and Leo Gray, él 
understand, is a brother. I may be wrong; I don't know them 
pecpsonally: 


MR. POPE: How do you know he is a brother? 
MR. PARIKH: Somebody told me. - 
MR. POPE: » Who? 

MR. PARIKH: Mr. Maruzo. 

MR. POPE: ° When was that? 


MR. PARIKH: This was about the time that I wrote that 
first review of Wyda, which was September 9th. 


MR. POPE: Yes, that is what I thought you said, and 
the reason I wanted to ask you that specific question, was, 
because in your response to a reference to "prominent people" 
in the Wyda application, you started talking about Mr. Gray,. 
who we had linked to the Cumberland Group. So now we are 
totally confused; is Mr. Gray involved with Wyda, as well? 


I mean, those are your words. Counsel, if I am 
wrong in what I have just said, correct the record. 


MR. PARIKH: Well, I could just repeat what I said, 
what I think I said. 


MR. ARMSTRONG: All right, try it again. 


MR. PARIKH: I was asked a question by Mr. Bell, to 
explain that paragraph two, item 'A' of my September 9th 
memorandum. 


MR. POPE®i i Yes? 


MR. PARIKH: In my opinion, this paragraph has some 
fact and some speculation. The fact was that our president, 
Mr. Blakeley, wanted me to review this assessment--he wanted 
to review this assessment with Peter Barnes, and he wanted me 


to keep him informed regarding the review. 
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The fact is that I kept Mr. Blakeley informed about 
it, which is not a normal practice for every proposal that 
comes in. Everything I did on this, you will see Mr. Blakeley's 
name on it; all my memorandums had a copy to Mr. Blakeley. 


The speculation is in the sentence starting, 
"apparently", and I underline the word "apparently", that, 
"this company is backed by prominent people", and this was 
not a complete investigation, on my part. I listened to 
one of my colleagues, who told me about it, and his name 
happened to be Mr. Bruno Maruzo, and who also gets a copy 
of this memorandum. 

"Prominent people" that were mentioned to me was 
a gentleman called Mr. Leo Gray. - 


MR. ARMSTRONG: I®am not’ surev’1lt “l;ycanbevoft 
assistance; I think what Mr. Parikh is saying is that he . 
understood there were prominent people backing this company, 
and I think he is speculating as to who they were. 


MR. POPE: Well, let's put it this way; you were 
told that Leo Gray was backing this company, and you know 
that Leo Gray was the brother of Herb Gray, and Herb Gray 
used to be your boss man, whom you have a great deal of 
respect for in the federal government level; isn't that true? 


MR. ARMSTRONG: First of all, without meaning any 
disrespect to Mr. Herb Gray, do you adopt the fact that you 
have a great deal of respect for Mr. Herb Gray? 


MR. PARIKH: I was a civil servant in the federal 
government, and I kept away from politics. But, I read 
Mr. Gray's name in the paper every other day. 


MR. ARMSTRONG: I won't ask you, then, if that was 
fact or fiction. “We will just leave: it etcnac. 


MR. POPE: I think his earlier words render my 
comments appropriate, but we will leave that for the transcript 
to decide. 


Other than what your solicitor says may be editorializing 
on my part, isn't that the information you had? 


MR. ARMSTRONG: Do you understand what Mr. Pope is 
asking? 


MR. PARIKH: I do not understand the question. 


THE VICE-CHAIRMAN: Would you speak up, Mr. Pope? 
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MR. POPE: When you wrote this memo, you had been 
advised or understood Mr. Leo Gray was involved with Wyda; 
you knew that Leo Gray was a brother of Herb Gray; and you 
knew what Herb Gray's position was with the federal government. 


MR. PARIKH: Of this, I am not certain, but I know 
that Leo Gray was involved with Wyda. I would state that Leo 


Gray was a prominent person, who was backing the project, 
Pivvancang it. 


ie MR. ARMSTRONG: But you said you "thought" was backing 
ak e 


MR & PARIKH:) «Yes, gwho. B-thought;qandwasil: sald,olsaid, 
you know, speculate on that. I didn't check it out; I took my 
colleague's word for it. 


MR. POPE: Well, so far, we have Mr. Maruzo involved, 
in a way that he did not indicate in his testimony, and we -have 
Mr. Blakeley involved, in a way that he didn't indicate in his 
testimony, and you are saying that everything you did, with 
respect to this application, you communicated with Mr. Blakeley, 
and he got copies of it? 


MR. ARMSTRONG: Well, to clarify, the memos that 
appear in the book are all copied to Mr. Blakeley. I think 
that is what Mr. Parikh is saying. 


MR. PARIKH: That is right, everything I did, a copy 
was» made: for Mr. Blakeley, all of my four or five memos. 


MR. POPE: Yes, and that was not usual? 
MR. PARIKH: That is not usual. 


MR. POPE: Yes. So, this was an unusual situation, 
in which Mr. Blakeley, did he ask you to keep informed--to 
be kept informed? : 


MR. PARIKH: Yes, that is a fact. 
MR. POPE: Yes, and this was unusual? 


MR. PARIKH: Yes, because you have got thousands of 
proposals, literally. 


MR. POPE: Okay. What other "prominent people" are 
backing this proposal? 


MR. PARIKH: When I meant prominent people, I said 


62 July 7, 1986 


to Mr. Bell, "Those prominent financiers", because one of our 
problems with Wyda, or any proposal that comes to us, is that 
after we plugged in our money, they go bankrupt, and so we 
look for people who have lots of money. 


MR. POPE: And what other prominent people? 


MR. PARIKH: That is what I meant, "prominent 
financiers". 


MR. POPE: You make a statement that, "Apparently 
this company is backed by prominent people", and you now 
clarify that to mean "financiers". Can you give me any 
names of people who you were told were backing this company, 
other than Mr. Leo Gray? 3 


MR. ARMSTRONG: Do not guess. If you don't know. 
Say so. . 


MR. PARIKH: I do not know. That is why I used the 
word "apparently". You can see, when I make a statement of 
fact, I make a very--distinction between facts and inferences 
in my memos, because people can read into them, and my 
colleagues, particularly. So, whenever I am sure of something, 
I make a factual statement. 


MR. POPE: What were they supposed to read into the 
statement, "Apparently this company is backed by prominent 
people"; what were they supposed to read into that? 


MR. PARIKH: That the bossman is particularly interested 
in “this projece. 


MR. POPE: Okay. 

MR. PARIKH: That is why he wanted to talk me, other- 
wise, you know, we don't talk to each other, normally. Just 
like I never talked to the other Mr. Gray; he was too high up. 

MR. POPE: Did you receive any communication from any 
sources, anywhere in the world, with respect to this application, 
whilst you were preparing the memo dated September 9, 1985? 

MR. PARTKHS Y No; sire 


MR. POPE: So, this statement is solely based on a 
conversation with Mr. Maruzo? 


MR. PARIKH: That is right. 
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MR. POPE: And what is there about Mr. 
would lead you to believe, having spent ten hi Ps go 
with prominent financial people in the federal government 
what is there about Mr. Maruzo's opinion that would be 
Significant enough, without any specific references to any 
specific individuals, to find its way into this analysis? 


MR. ARMSTRONG: Just take your time. 


MR. PARIKH: Just to give you a little background, I 
do not know as much about the Toronto milieu as I did know 
about the Ottawa milieu, and Mr. Maruzo, as I understand, is 
a person from Toronto, and he what we call, a "hi-tech" 
person, who knows about people who are interested in hi-tech, 


and people who are financing high technology, so I just took 
Diseword for ist. 


And that is why I did the word, "apparently", 
because I was not sure of my--it was a speculation on my 
Paar. 


MR. POPE: What was Mr. Maruzo's role at this 
particular point in time, in the application? 


MR. PARIKH: Mr. Maruzo is a technology person, and 
his job was to assist me, or any of the other officers of 
IDEA Corporation to evaluate the technology. 


MR. POPE: So, what would his knowledge be of 
financial people? 


MR. PARIKH: A little more than mine, because he just 
happens to come from Toronto. I can talk about people in 
Ottawa; I can't talk about people in Toronto with some 
confidence. 


MR. ARMSTRONG: Oh, that is not relevant. 


MR. POPE: You never dealt with Toronto people in 
your ten years with the federal ministry? 


MR. PARIKH: Not Toronto financiers. 


MR. POPE: You were doing the financial analysis, were 
VOUmnOL & 


MR. PARIKH: In Ottawa? 


MR. POPE: No, here, with respect to this application, 
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you were doing financial analysis? 
MR. PARIKH: On this one, yes, I was. 


MR. POPE: And you were doing financial analyses 
in Ottawa? 


MR. PARIKH: No, I was a management consultant. 


MR. ARMSTRONG: As well, I think to be strictly 
accurate, as you have heard, I mean, financial analysis was 
also done in conjunction with Mr. Logan. 


MR. POPE: Financial analysis in conjunction with Mr. 
Logan, then? < 


MR. PARIKH: Mr. Logan was the vice-president in charge 
of this Innovations Group, and this file, even though it 
Started in the other group, ended up there. So, I was doing 
everything in consultation with Mr. Logan. 


MR. POPE: But your specific responsibilities were 
to analyze the financial package? 


MR, PARIKH: No, I was responsible for this project, 
right from day one. I was the project manager, and that means 
my job was to look at the project, and go through various 
screening processes, and decide whether to continue or to drop 
abies, 


MR. »POPE:. Why wouldn’.tovyoustalkwto-Mn.. | Caplan, ewhe 
was held out to be the vice-president of Finance and 
Administration, with respect to whether or not the project 
was backed by "prominent people"? 


MR. PARIKH: That is a good question. September 9th 
was my first cut--what we call the first, rough cut, before 
anything is done, on any proposal, and so this September 9th 
document was written up by me, based on what I digested out 
of the Wyda proposal that came to us, on August the 12th. I 
made no contact with anybody, to write this up. The only 
contact that I had, was with Mr. Bruno Maruzo, whom I asked 
because I depended on him, about the technology aspect of 
the proposal. 


There is nothing in this September 9th memo which 
is not--if you really spend time, you will find every word 
of it written somewhere in Wyda's own proposal. There is 
no specific input by me, except raising the problems and 
issues under item seven, and item six, on "Competition". 
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MR. POPE: Who told you that Peter Barnes was going 
to review this assessment with Mr. Blakeley? 


MR, PARIKH: Mr. Harold Blakeley told me that he 
wanted to review this assessment with Mr. Peter Barnes. 


MR. ARMSTRONG: Directly? 


, MR. PARIKH: Yes, he told me that. That is why I put 
1t down there. 


MR. POPE: Mr. Blakeley directly told you that? 


MR. PARIKH: Yes. 


MR. POPE: So, it wasn't Mr. Maruzo that told you 
about that part of the--- 


MR PARLKH> No, Mr. Maruzo only told meethat 1c 
was backed by prominent people. Maybe I should have a full 
stop there, and then start another sentence, and not have 
this "and". My English is not the best. 


MR. WILDMAN: It sounds okay to me. 


MR. PARIKH: Well, it is confusing, you know, to some 
people. : 


@ 


MR. POPE: Were you involved in analyzing the 
refinancing, OinSthe ¥spring “of 4086 pe yusteprior to rclosing? 


MR. PARIKH: I mentioned to Mr. Bell that I was not 
involved in the proposal after the Board Meeting of March 


MR’. POPE: 9 Why’ not? 
MR. PARIKH: Good question; I don't know. 


MR. POPE: You spent four or five Sundays and Saturdays 
preparing this document. Who asked you to do that? 


MR. PARIKH: My inner self. I ama dedicated public 
servant. 


MR. POPE: And do you do that with every application, 
spend stoursor fivesSundays=-— 


MR. PARIKH: No, this was an exciting technology 


problem. This is the kind of thing that was a talented idea, 
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and--- 


MR. POPE: And, how many times in your career have 
you worked for four Saturdays and Sundays in a row? 


MRio PARI KH: 9 L ama, “workaholic’: 
MR. POPE: Are you? How many other times--- 
MR. PARIKH: I was working last Sunday. 


MR. POPE: How many times in your career have you 
worked four Saturdays and Sundays in a row, to prepare an 
application for the Board? 

MR. PARIKH: Well, I shouldn't be bragging about 
myself, but I have done it many times, when it deserves, 
and this was a deserving proposal, in my opinion. 


THE VICE-CHAIRMAN: The hour for adjournment is 
here. We have at least three more members of the committee 
who would like to ask you a few questions. Would you be 
able to reappear before the committee? 


MR. PHILIP: Why don't we see how many questions 
we have, Mr. Chairman, and maybe with an extra 15 or 20 
minutes--as I am fairly satisfied with the evidence I have 
heard from questions asked by the council. 


THE VICE-CHAIRMAN: I put it to the committee that 
Mr. Epp, Mx. Wildman; “and “Mr Ward vare"on the ltst at this 
point. Now, do we have unanimous consent to continue beyond 
10:30? Do I assume that we have unanimous consent? Okay, 
Mere Epp: 


MR. EPP: Mr. Parikh, how long did you work for the 
federal civil service? 


MR. PARIKH: Ten years. 


MR. EPP: Did you know most of the cabinet ministers, 
federally? 


MR. PARIKH: Could you repeat that question? 
MR. EPP: Did you know most of the federal cabinet 
ministers? In the sense that you remember their names, when 


you were working in the federal civil service? 


MR. PARIKH: Especially when I was on one of the projects 
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with them. I worked for the federal ministers, for projects. 
I was a management consultant. 


MR. EPP. Were you always attached to the federal 
industry ministry? 


MR. PARIKH: No, that was just the last two years of 
my work. Before that, for eight years, I was the management 
consultant for an organization called "Bureau of Management 
Consulting", which is a very special group that tries to solve 
federal government problems. They are difficult to solve. 


ata MR. EPP: So, you only worked two years for the federal 
civil service? 


MR. PARIKH: I worked two years for the Department of 
Industry, Trade and Commerce, the last two years of my--that is 
1981/82 ,-'81/82;,...'82/83,. before I came to IDBA.Corporation. 


Before that, I worked for an organization called, 
"Bureau of Management Consulting", which is a part of the 
Deparment of Supply and Services, under which there is the 
Department of Audit. There is a group of special consultants 
like myself. 


Mee ears far as your superiors were concerned, 
people like Herb Gray and others, did you, as a practice, have 
respect for your superiors? 


MR. PARIKH: As a rule, you know, surely. , Those were 
Lough. JOS. 


MR. EPP: And you respected the fact that they were 
able to accomplish a lot, and worked--they were probably 
"workaholics", like yourself? 


MR. PARIKH: Oh, working, yes. A lot of them work 
harder than most people would imagine. 


MR. ARMSTRONG: Without any disrespect, please answer 
what you know; don't speculate. 


MR. EPP: So, it is not surprising that you have a 
lot of respect for Mr. Gray, as you have a lot of respect for 
people in the civil service, as well as politicians? 


MR. PARIKH: That's right. 


MR. EPP: Do you know who the present minister is, 
ineMitTT? 
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MR. PARIKH: Yes. 


MR. EPP: Would it be accurate to say that -you have a 
Lot OR mespect fot nim, tooe 


MR. WILDMAN: You are getting on dangerous ground. 


MR. PARIKH: I don't have the same interaction, 
because of my special status as a management consultant. There 
were projects that I actually did for the Deputy Ministers, and 
some for Ministers, and that is how I got to know about them. 


But, in this case, the IDEA Corporation was first 
started at arm's length from the Ministry. So, I don't know 
much in-=-= , 

MR. EPP: Mr. Parikh, you mentioned earlier that one 
of your jobs was to find maybe a half a dozen of other private 
sources for financing, Venture Capital, for the Wyda group? 


MR PARR ses. 


MR. EPP: Is that something that--have you ever 
done it in another context for another company? 


MR. PARIKH: Oh, yes, as a rule, we always--when 
the IDEA Corporation put money in a proposal, we always look 
for outside capital--what we call "corporate sponsor". In 
other words, we wanted to make sure that the project was 
being developed in reality, and was not some professor or 
inventor's pipe project; that even if it was to start with, 
that it would really get into real life, and the only way 
to do it, is to find somebody who is interested in real life, 
to put money into it. This is standard, normal operating 
procedure for IDEA Corporation. 


MR, BEE: J Okay,. thanks Veryamuch. 
THE VICE-CHAIRMAN: Thank you, Mr. Epp. Mr. Wildman? 


MR. WILDMAN:; Just a short question, Mr. Parikh. I 
have enjoyed your testimony, I must Say. 


MRe weARLKHs = atk VOU, me Li. 


MR. WILDMAN: Could you tell me where you are employed 
now? , 


MR. PARIKH: I am not employed. 


MR. WILDMAN: Okay. Have you had discussions with 
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anyone in the provincial bureaucracy with regard to future 
employement? i 


MR. PARIKH: Yes, and my chance of getting employment 
are close to zero. 


' MR. ARMSTRONG: Careful, careful. Now don't 
prejudice yourself. 


MR SPPARIKE 3. Well, I ‘would hope not trankuly . 

MR. WILDMAN: The other questionI have, is Just wrth 
regard to your memo that you have been asked questions about 
today, could you refresh my memory; what led you to believe 


that Mr. Blakeley wanted you to keep him up to date? Did he tell 
you that? 


MR. PARIKH: He told me that. 


MR. WILDMAN: And did he give you any reason why, or 
did he just say that he wanted to be kept up to date? 


MR. PARIKH: He did not give me the reason. 


MR. WILDMAN: And you said earlier you didn't ask 
your boss questions about that kind of thing? 


MR PARLKH? S nate as sont. 
MR. WILDMAN: All right, thank you. 
THE VICE-CHAIRMAN: Mr. Ward was next. 


MR. POLSINELLI: Could I ask questions:on behalf of 
Mr. Ward, or on my own behalf? 


THE VICE-CHAIRMAN: Sure. 


‘MR. POLSINELLI: Since Mr. Ward is not here, I thought 
I would take the opportunity. 


Mr. Parikh, are you familiar with the Cumberland Group? 


MR. PARIKH: Yes. 


MR. POLSINELLI: Are you familiar with Leo Gray's 
involvement with the Cumberland Group? 


MR. PARIKH: Except for broad statement that he is 
involved, somehow; I don't know the details. 
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MR. POLSINELLI: When the Cumberland Group was applying 
for funding through the IDEA Corporation, were you, at that time, 
aware that Mr. Gray was involved with the Cumberland Group? 


MR. ARMSTRONG: First of all, I think you should ask him 
if he was involved with that application. 


MR. POLSINELLI: Were you involved with the application--- 
MR. ARMSTRONG: ---from the Cumberland Group? 
MR. POLSINELLI: ---from the Cumberland Group? 


MR. -PAREKH 2 3 7NO’. 


MR. POLSINELLI: Did you hear of any aspects of that 
application through your involvement with the IDEAL Corporation? 
Was there talk about it, roaming around ;the corridors and the 
aisles? 


MR. PARIKH:;-.The only «thing I know is sethat the 
application--there was an application. I only knew about it 
after it was turned down. I think it was turned down. 


MR. POLSINELLI: Did you know that Leo Gray was involved 
with that application, as with the Cumberland Group? When you 


heard about it, did you hear of Leo Gray's involvement with the 
Cumberland Group? 


MR. ARMSTRONG: If I may; did you know, or did you 
hear? 


MR. PARIKE: “J dig not, KkKiows 
MR. POLSINELLI: Okay, thank you. 
THE VICE-CHAIRMAN: Okay, Mr. Polsinelli. Mr. Pope? 


MR. POPE: How did you find out about the Cumberland 
Group application? Who told you? 


MRw PART KH Mie Mamrzon 
MR. POPE: Why would he tell you? 


MR. PARIKH: Because, one day, on one of the visits 
to Wyda, we went up there to meet Mr. Dobzinski. He wanted to 
go sometime earlier than me, so he said he was going next door 
to the Cumberland Group--I think there was offices of the 
Cumberland Group next door. I may be wrong. 


Te July 7, 1986 


MR. POPE: And in that context, he told you that the 


Sarna Group had made an application, and had been turned 
own? : 


, MR. PARIKH: I- don't think he told me then. I think 
fag ust found out later on, much later on, that the Cumberland 
Group's application was turned down. 


MR. POPE: Why would anyone tell you that the 
Cumberland Group's application had been turned down? 


MR. PARIKH: We got regular reports, of all incoming 
proposals, what was their status, and which ones were accepted, 
and which ones were rejected. 


MR. SPOPEY *“Wretten“reports®> 
MR. PARIKH: Yes. You know, tabulation. 
MR. POPE: And what kind of documents were these? 


MR. PARIKH: Well, just so that everybody knew what 
was going on. I mean, we were getting so many proposals, that 
it was very difficult. People would call me up about something 
else, and then I would say, "Okay, for this proposal, there is 
a project officer, so please talk to him; I have nothing to do 
Gi a oer a aa . 


MR. POPE: And how often would these reports come out, 
these written reports? 


MR. PARIKH: Monthly. 


MR. POPE:* Monthly: ~Now, ‘could I°ask you, if it is not 
too much; have you seen monthly reports on the status of proposals? 


MR. BELL: No. 


MR. POPE: Well, someone else is screening on a 
relevance basis, again. 


How much money, sir, have you raised, from other 
sources for Venture Capital projects? Just a ballpark number 
ine yOur-taree years. 


MR. ARMSTRONG: Totally, in three years? 


MR. POPE: Yes, not specifically to this one, or any 
other one specifically, but how much money have you raised, 


in total? 
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MR. PARIKH: Just a ballpark) figure; about a million. 
MR. POPE: $1,000,000, in three years? 
MR. ARMSTRONG: The total time at IDEA. 
MR. POPE: The total time. 
MR. PARIKH: Yes, that is not an easy job. 


MR. POPE: No. How much of your time would you spend 
looking for other financing sources? ° : 


MR. PARIKH: As much time as I can find. For me, it 
was more important that the corporate sponsor and the outside 
sponsor invested with us, than us just plunking money down, 
in a project. That was my personal philosophy. 


MR. POPE: I understand that, and over your three 
years, how many projects, in total, were you able to arrange 
this funding--you have told us $1,000,000; how many projects, 
in total, did you raise funding for? 

MR. ARMSTRONG: Can you count that, offhand? 


MR. PARIKH: Just a few; I can't give you an exact 
number, but not many. 


MR38POREs4 NOs 


MR. PARIKH: Most of the projects are small in invest- 
ments. 


MR. POPE: I may have asked this, and if I do, I 
apologize, it is a little late; but, did you have meetings with 
anyone about your testimony here today? Did you advise anyone 
about your testimony, or did you communicate with anyone, about 
what testimony you would be giving? 

MR. POPE: Mr. Armstrong talked to me this morning. 

MR. ARMSTRONG: Excluding me. 

MR. POPE: Excluding Mr. Armstrong. 

MR. PARIKH: No, that is strictly between me and--- 


MR. POPE: Well, maybe you could explain something to 
me, then. It,ais the bigsbinder, P=5.» /You hadidiscussionsswith 
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the Ministry staff that you were testifyinag h 
ere:’t 
and what you intended to say? ‘ca we 


MR. ARMSTRONG: Excuse me, Mr. Pope, the first 
time Mr. Parikh was contacted about testifying here today, 
was yesterday, by my colleague, Mr. Philips. AsPEar. Ss 
I know, he was not contacted before that. Is that correct, 
about coming here, to this committee? : 


MR... PARTKHS “Yes, hIghad notidea--— 


MR. POPE: That isn't the question I asked when Mr. 
Parikh denied that he had ever discussed his testimony or 
his appearance here with anybody. Obviously, he did, 
according to P-5, or P-5 is wrong; which is it? t 


MR. PARIKH: Excuse me, no, one minute; if somebody 
would read your question--I heard, at least, "Did I discuss 
with anybody today"--- 


MR. ARMSTRONG: No, you discussed it with me; that 
is fine. 


MR .wPARTKH:<2Thatoastwhat Geheard. S'Thrs Psa tirue 
record of what I told Mr. Mark Larratt Smith. 


MR. POPE: I have no further questions. 


MR. ARMSTRONG: I don't regard that as discussing 
his testimony, and I don't think Mr. Parikh does, but we will 
take that for--- 


MR. PARIKH: Mark Larratt Smith is a Deputy-Minister. 


THE VICE-CHAIRMAN: Mark Larratt Smith we understand to 
pbe-Chiief of Staffiein’ Mr: John ,Kruger's offices correct? 


MR. PARIKH: That is right. 
THE VICE-CHAIRMAN: That is your understanding. 


MR. PARIKH: That is how I know him, because he has 
dealt with us since February 19, onward, after Mr. Kruger 
put. .cie==— 


“THE VICE-CHAIRMAN: Well, Mr. Pope, have you finished 
your questioning? Perhaps you could outline FOr Ene committee, 
then, the nature of your discussions with Mr. Larratt Smith from 
February 19th, on, just--in what context did this conversation 


take place? 
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MR. PARIKH: This conversation took place because of 
what I read in the papers, and I just felt that I should-- 
Since I thought that I was the guy who actually looked at the 
merits of the proposal that came from Wyda, I wanted to--I 
wanted to be given a chance, like I did today, to make my 
point clear; that what I did was to look at the merits of the 
proposal from the technology, from the market assessment, 
and from those aspects. 


THE VICE-CHAIRMAN: Okay. Mr. Wildman? 

MR. PARIKH: And I stand by that statement. 

MR. WILDMAN: Mr. Parikh, I want to give you the 
opportunity to clarify; could you tell us, did you initiate 
the telephone call to Mr. Larratt Smith? 

MR. PARIKH: Yes, I called him. 

MR. WILDMAN: And, why did you call him? 

MR. PARIKH: I called him because, as I said, I wanted-- 
I did not know there was going to be--I never had such an 
experience before, and so I wanted to present my viewpoint, 
as you have allowed me to do this evening, and I wanted to 
register that=--I was wanting to do that. 

MR. WILDMAN: Okay, I understand what he is sdying. 
So, it was your desire to make it clear that you had made a 
decision with regard to Wyda that was not influenced by the 


fact that’Mr. ‘Caplan was*part of “the Wyda group. 4 lsathnat 
Correct: 


MR “PAREKH: = That bs =rranc. 


MR. ARMSTRONG: Well, if I may; except as part of 
the team that was presented in the proposal. I mean--- 


MR. WILDMAN: Yes, I understand that. That's right; 
his analysis of the--yes, that's right. 


MR. PARIKH: In my work, it is based on the merits 

of the proposal that I recommended, and that is what I wanted 

to convey to Mr. --- 
MR. WILDMAN: You initiated the telephone conversation? 
MR «SPARTAK  Pithaters arr it. 


MR. WILDMAN: And, I am trying to find out from you 
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exactly what your motivation was, in makin : 
this 
call to Mr. Larratt Smith? é 3 telephone 


MR. PARIKH: My motivation was that as I read in the 
papers, that somebody who I never met, and will never meet 
again, was in trouble, and when I read in the papers there were 
people--reporters--saying that there was some connection, and 
what I wanted to tell Mr. Smith was that all those things could 
be there, I don't know, but my memos and my work, and my going to 
the Board for the Venture Summary was all because of my--I am a tougt 


guy when I look at a proposal, and that was because I saw the 
merits of the proposal. ° 


. MR. WILDMAN: Yes. Now, can you téll me what the 
2a Saaeeen was of the gentleman to whom you called, when you 
called? 


MR. PARIKH: He thanked me, and he said, "Well, you 
know, what you are talking about is not an issue". 


MR. WILDMAN: And in his memo here, he says that this 
matter will be dealt with by a Legislative Committee, and that 
it will be conducted on an independent basis. 


MR. PARIKH: That's right. 


MR. WILDMAN: Now, did he, in any way, discuss with you 
what kinds of questions you might be asked in this sort of forum, 
or what kinds of answers you might provide? 


MR. PARIKH: No, the way he told me, I thought I would 
never be called by anybody. In fact, until last Sunday, I 
didn't--you know, nobody ever said anything to me, and in fact, 
I haven't got a piece of paper--I was telling John, I said, "Hey, 
without a piece of paper, I am not going to come, because I don't 
know who is real, here". 


MR. WILDMAN: You are not the only one, Mr. Parikh, who 
feels that way. 


I just want to know what the reaction was from Mr. 
Larratt Smith, when you called him? 


MR. PARIKH: That is all there is; there is nothing 
more, and I didn't expect ever to be called after that. 


MR. WILDMAN: Because he indicated--- 


MR. PARIKH: He told me the issue was not what I was 
raising. 
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MR. WILDMAN: ---the merits of the proposal. 


MR. PARIKH: The issue was not the merits of the proposal; 
the issue was a conflict of interest, and the proceedings have to 
decide that, and I have got nothing to do with it, because I don't 
even know what the hell it is. 


MR. WILDMAN: Okay, fair enough. 


THE VICE-CHAIRMAN: Thank you, Mr. Wildman. We are just 
wondering, Mr. Parikh, if we are just a figment of your 
imagination. 


I believe we have one final question from Mr. Ward. 

MR. WARD: Just very briefly, you mentioned, when you 
talked about spending the weekend, and I just wanted to clearly 
establish this; you also said that that the specifics of the 
proposal, and the members of this committee have had some | 
information with regards to what it was that Wyda was doing 
that interested the IDEA Corporation. 


Is it fair to say that the project that was under 
consideration for financing is one of the most exciting that 
you had to deal with at IDEA, in terms of technology? 


MR. PARIKH: It is the only one that came to IDEA 
that had this kind of potential for Canada, for Ontario. 


MR. WARD: Is it the best you have ever seen? 
MR. PARIKH: It is the best I have seen in my life. 


MR. WARD: Okay. And, just one other point, and I 
just want to put this on the record, Mr. Chairman. This matter 
was referred to the committee on June®*the. 16th. SWevhadn't 
even met to discuss what our process would be, and I really 
don't think=-I don't see how it would be possible for you to 
discuss your testimony before the committee, when even the 
committee, at that point, didn't know how it was going to 
conduct its business, so--- 


THE VICE-CHAIRMAN: That was a very good question, 
Mr. Ward. Mr. Parikh, we thank you very much for appearing 
before the committee, and for the time and effort you have 
put into your testimony. We will not be requiring you any 
more at this time, and unless you are called again for a 
re-interview, which is not anticipated at this point. 


MR PORE ——-say points. Of ipmiviLede. 


THE VICE-CHAIRMAN: A point of privilege, Mr. Pope. 
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MR. POPE: I think that I am entitled t 
of the monthly reports of the status of the caries cane =e 
This 1s the first I have heard of it, and this will be the fifth 
witness now, that we have heard from IDEA Corporation, sana. 
have specifically, again and again, went back to documentation. 


MR. BELL: Well, the monthly reports as th 
Wyda, Mr. Pope? : Wg ey relate to 


. MR. POPE: The monthly reports, right from May of '85 
right through to the wind-up. 


, 


MR. BELL: As they relate to Wyda? 


MR. POPE: I am not going to restrict myself any more 
on relevance. I have had enough of that argument. 


MR. POLSINELLI: When was the IDEA Corporation formed? 


MR. PARIKH: The act was passed in '81. Our first 
president, Doctor St. John, was appointed in January of '83. 


MR. POLSINELLI: Maybe we should go back to '81. 
THE VICE-CHAIRMAN: Ms. Fish? 


MS. FISH: Mr. Chairman, I think Mr. Pope's concern 
is directly relevant to the work of this committee. 3f there 
are regular monthly reports that indicate the status and 
monitor the progress of applications through the corporation, 
I think it bears directly upon the work of this committee; 
most particularly, insofar as they may mention--as they may 
mention Wyda, or any other company that is coming up in here. 
Now, that is not every single company that has ever been dealt 
with, but I would think it is extremely troubling, if there has 
been a request for documentation, and there is clearly a vehicle 
for informing the staff of the corporation about the status of 
proposals in the system, as it were, and that that material 


has not been filed. 


THE VICE-CHAIRMAN: Why don't we do it this way; Mr. 
Armstrong, could you undertake to determine whether such documents 
exist and what the posture of your clients would be to the 
production of such documents? 


MR. ARMSTRONG: I shall. 


THE VICE-CHAIRMAN: And, present them to Mr. Bell, and 
Mr. Bell can then determine whether they are relevant to our 


discussions. Thank you. 


MR. WARD: One point, Mr. Chairman; my understanding was 
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that Mr. Bell had reviewed the documents? 


THE VICE-CHAIRMAN: Mr. Bell told the committee a short 
while ago that he had never seen the type of document that has 
been described. 


MR. WARD: No, but my understanding was that the files 
were made available, and these didn't surface at all; is this 
the problem? 


MR. BELL: They certainly were made available, and they 
were made available, and on relatively short notice, and I think 
it is going to be--why don't you leave it to Mr. Armstrong and 
I, as for the production and review of those documents; whenever 
that might be, knowing what your schedule is, for the next two 
days, but I will make every effort at the earliest possible 
moment to review whatever is there, with Mr. Armstrong. 


MR. POPE: I think it is unfair to leave the impression 
that somehow, because I asked for documents, I am criticizing 
counsel for this committee, or counsel for the IDEA Corporation, 
or the employees. 


MR. BELL: «il don't take. that you are, andylidonit.think 
Mr. Armstrong does. 


MR. ARMSTRONG: No. 
MR. .BELL: ..l think «LG.is 4a.productscok~therscneduie. 


THE VICE-CHAIRMAN: All right, thank you. The committee 
stands adjourned until 10:00 a.m. tomorrow morning. 


== Upon .adjourning .at:11:05 p.m. 








ARENA RIE aR Rung Sine yh YAS Her. 
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